[ —————————

DEC 20 2006

—
THOMSON —_—
FINANCIAL .~ -
\

E .

(REINSTAQEHENT) '

i
l

(PRoxm) |

! |

[ | i

o

| !

i i

\F' i
' ‘ ]

l |

| !

| |

f {

(INITIAL: FILING)




' I
' |
RECEIVED | lf
HHOC 17 A G L

rl(.i’ :)L"”-,‘] Th dnT -}‘;

=

fi

! ‘ 1i con PURf !E rl fuf”‘“ E

1 ! |

! I -
I 1! v |

[l '

| |

ANNUAL REPORT '
FINANCIAL YEAR 2006/

| | |
| IlI'. o |
REDFLEX HOLDINGS LIMITED
| .
|

o &
[ :
E”i ff E,SUPPL :
o I | f |
e 5 s
;‘ f

of POFIATE II\IIFORMATION

|
il
R‘!!dill X Holdmgs lened is a Lcompany limited by shares and is incorporated and domiciled in Australia, Redflex Holdings Limited has prepared a
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DIRECTORS’ REPORT

Your directors submit their report for the year ended 30 June 2006.

DIRECTORS '

The names and details of the company’s directors in office during the financial year and until the date of this report are as follows:

Directors were in office tor the ensire period unless otherwise stated.

Names, qualifications, experience, and special responsibilities

CHRISTOPHER COOPER - L.L.B., B.Com. (Non-executlve Chalrman)

Mr Cooper has practised as a barrister and solicitor since 1977. He has been involved in commercial real estate development, and investment
management as well as being an owner and operator of aged care health facilities from 1985 to 2001. Mr Cooper is also a principal and agent manager
for significant share investment portfolios and a director and manager of numerous private investment companies and trusts. Duwring the last three years
Mr Cooper has not been a director in any other listed public companies.

ROBIN DEBERNARDI - (Non-execmive director)

o' N . L o .v
Mr Debernardi is a prommentpusmessman who has had significant success in a diverse range of businesses. His achievements include the creation of a
product range wnhm the horticultural incustry, which continues to boast household name recognition decades later.

Mr Debernardi has enjoyed further successes in the arena of commercial and rural property development in Victoria and Queensland. He brings
substantial experience in assisting companies invelved in high growth phases of their development, and currently carries the role of Chairman of the
Redflex Remuneration Committee; a key role in the future developmeni of the company. During the last three years Mr Debernardi has not been a director
in any other listed public companies.

PETER LEWINSKY - B Ec, MBA, FCA, FSIA - (Non-executive director)

Mr Lewinsky has conducied a private investment banking and corporate advisory practice since 1991 following 12 years invesiment banking and
stockbroking experience both in Australia and internationally. Mr Lewinsky has undertaken a range 6f corporate finance transactions and managed a
number of major projects for the boards and shareholders of public, private and government organizations drawing on his experience in chartered
accountancy, investment banking, stockbroking and private practice.

Cver the last 10 years Mr Lewinsky has held a number of board and audit committee appointmenis for public, private and government organisations.
During the last four years Mr Lewinsky previously held a position as a non-executive director of Australian Wealth Management Limited (since February
2005}, a publicly listed company.

BRUCE HIGGINS -B Eng (Elec), MBA, FAIC - (Non-exacutive director)

Mr Higgins has a background and experience as a company director and chief executive both within Australia and internationally, spanning 25 years in
diverse companies ranging from technology and professional services, to control and automation and defence and aerospace businesses. Mr Higgins
was the recipient of Emst & Young Entrepreneur of the Year award in the Southern California region-June 2005 and was previously admitted 1o Honeywell's
highesi recognition “President Club” for outstanding management and team leadership over a decade.

Mr Higgins has studied competitive advaniage with Harvard University and has a Bachelor Degree in Electronic Engineering, Master of Business
Administration in Technology Management and is a Fellow of the Australian Institute of Company Directors.

Mr Higgins was President and CEQ of Redflex Traffic Systems Inc, a wholly owned subsidiary of Redflex Holdings, based in the USA corporate offices in
Scottsdale Arizona, and led the Redflex Traffic Systemns business globally from August 2001 to December 2005 and remains on the board of Redflex
Holdings Limited as a Non-executive director. During the Jast three years Mr Higgins has not been a director in any other listed public company, except for
his recent appointment to the board of XTEK Lirnited (ASX XTE}.
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the Company Secretary of Redflex Holdings Limited since it listed on the ’Austrahan Stock Exchange in February 1997 Prior to that
ompany Secretary and Agminisiration Manager to various companies wnhm the Redflex Group for a period of 12 years

l
]

H .
VIE - BSc, Grad Dip Mil Av- (Chlef Executive Officer)

y other lists“»d publlc compames

t

==

)
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elcompary
|

IDENDS |

did not propose or pay any dividends in the year ended 30 June 2006 (2005 - Nil).

'

PRINCIPAL ACTIVITIES

1,298,230 : '

¥

|
t

The principa'liéct'rvities during the financial year of entities within the consolidated entity were:

i
|
l
l
|
|

l
|
|
|

1

|
|

Directors’ Interests in;shares and options of the company
"” I itlthp daté of this report, the interests of the directors in the share capital and options of Redﬂl.-x Holdings Limited were:
‘m i | Relevant Interest Number of
T "1 over Ordinary Oplione over
I i | “Grares . Orcary Shares
': “hristopher Cooper f 960,096 0
' BLi Debetnarci I 3,255,264 o
HLewin‘is:ky ¥ i 44,716 0
Bruge Higginl's } 32,502 4]
| Glatds vi | 0

}

Davie is the Chief Executive Officer of the group and has prewously held the position of Managmg Director of the Communications business since

; He hlas had len“years experience with the RAAF in engingering design and developmént maintenance engineering, software development and
ort, specmcanon ol ma|or systems, and project management. i

has not been a

Provision of red I|ght and speed photo enforcement systems and back office processing serwces for cities and other municipalilies within the

and

USA by Redflex Trarnc Systems Inc;

hardware' by Redflex Traftic Systems Pty Ltd;

by Redflex Communication Systems Pty Lid.

|
|
|
|
i
|
|

!

!

i .
Conununng developmem and commercialisation of traffic image processing software and assocnated traffic violation management systems
Developmem and cornrqercuallsahon of technologies associated with voice and data digital swnchlng and related communications systems

t
thenthan :he proposed divestment of the Communications business disclosed in the financial repon as operations classilied as a disposal group held for
Ithere has been no olher S|gmf|cant change 10 these activities during the year, '

Page 3




DIRECTORS’ REPORT

OPERATING AND FINANCIAL REVIEW

Group Overview

Redflex Hotdings Limited has been in business since 1995. The company was originally involved in a number of research and development activities and
was listed on the Australian Stock Exchange in February 1997.

The company was involved in four different areas of development, and over the last four years this has been reduced to the two lines of technology which
form the principal activities of the business. After listing, the initial success of the Group related to the Communications business which is involved in the
design, integration and installation of voice and data switching technologies, primarily for the defence and commercial markets. The business is
predominantly project based and subject to the peaks and troughs associated with being a project business in this industry.

Over the last few years, the digital Traffic camera photo enforcement business has been highly successful, with the company now enjoying market
leadership in the Nerth American market from a Build Own Operate and Maintain business model (BOOM). This business model is now contracted in 97
cities over 16 states within the USA.

The company also operates from within Australia, a digital Traffic camera pholo enforcement business which supplies world markets with camera and
back office products. Revenue for this entity arises from sales ol product and services.

The digital Traffic camera photo enforcement business is capital intensive and delivers recurring revenues from programs with cities within the USA.

This has now become the core business for the company after the Board decided that the Communications business be offered for sale to allow the full
focus and resources of the company to be applied to ihe digital traftic camera photo enforcement business. The Communications business has therefore
been classified as an "operation classified as disposal group for sale”.

Traffic Highlights

Revenuge increased 42% to $53.6 million from $37.7 million in the financial year ended 30 June 2005 for the red light and speed photo enforcement
business. The Traffic division achieved a pretax operating profit of $8.4 million {excluding head office charges), compared with the $9.8 million in the prior
year.

The comparny also recorded an impairment charge of $550,000 relating to non-revenue producing cameras in some programs within our USA Traffic
business.

The cash generation from this business unit is evidenced by a 21% increase in EBITDA up from $16.3 million 1o $19.7 million excluding head office
charges.

Redflex Trafflc Systems USA business

Redilex Traffic Systems Inc (RTS!) is based in Scottsdale Arizona, is the largest provider of digital red light photo enfercement services in the USA, and
operates within the large and diverse USA photo enforcerment market via a Build Own Operate Maintain (BOOM) business model,

The number of USA cities under contract since 30 June 2005 increased from B0 cities to 87 as at 30 June 2006, spread across sixteen states, including
three new States, Texas, Tennessee and Washington. [nstalled photo enforcement systems increased from 463 to 667 at year end (204 systerns
constructed, less 5 systems decommissioned due to legislative restrictions and city requirements). 77 systems were installed in the first half of the
financial year and 127 in the second half of the financial year.

Revenue increased 35% to USD31.3 million (AUD40.12 million equivalent} from USD24.2 milion (AUD29.72 million equivalent) in 2005, arising
predominantly from a 44% increase in the installed camera base.
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ue for the red light and speed photo enforcement business was adversely affected by suspensrons to some city programs. The

edigm term Irkelrhood of. retnstatement is low. Those affected were; |

l not fenewed it. }The program in that State, comprising 8 cameras, has now been drscontlnued

be mﬂuenced drrect!y by Redflex and at this stage is indeterminable. |

I
. IIlrnors Iegrslatron was amended during the year effectively disaliowing the use of nxed speed cameras. In addition, the prew

revised contract is expected to be revenue generating from 1 February 2007.

4

!
InaMlnneapolls a Judge has ruled that current State legislation conflicts with and overrides|the local City ordinance. This

tuture a[though the tlmmg cannot be specified.

X Trattrc Systems Inc |nvested significant resources and investment into development of new camera systems and technologies d

I ! ,l i

y (1K

"
D ri1g the year Redflex|was’ selected to install Speed Enforcement Camera systems on the Geelong Ftoad in Victoria. The systems were installed and

I L l f
. |
llex Tral‘?lc Systems Pty{Ltd {RTSPL) Trafflc business - {Non USA - Australla, Europe,lAsIa and South Africa)
i ’ |
stralia, Redflex is the market leader for photo enforcement products. ;

|

dition the company manufactured over 300 camera heads for use in the RTS| USA BOOM busrness

I
nue generated from sa!es of camera systems to third party customers increased 104% to $11 6 mrllron from $5.7 million in the prior year.

) i .
’4 | The'State of Virginia, whrch previously had tegislation allowing the use of photo enforcement cameras, allowed the legislation to expire and has

’ ‘ Cer‘(|a|n cities vyrthln North Carolina are covered by legislation determining the dlstnb'uuon of proceeds from camera based fines. A court
|merpretat|on of the |eg|slat|on has created a situation whereby the cities may have to distribute mare than the fines collected. There are
curlrlently 20 cameras ‘under contracts that have now been suspended from operation pendtng a.challenge to this interpretation. Contract {erms
have had a time extensron added on to the contract term o compensate for the suspensron perlod The resumption of these programs cannot

ous restriction

a[lowrng red lrght photo enforcement programs to cities with in excess of 1 milfion people was lifted. Redflex currently has a contract with one
city{involving 6 cameras initially established for speed enforcement; these will be converted to red light photo enforcermnent cameras. The

has caused a

susbensron on therablltty to use photo enforcement technology in its current form lnithat State The City has challenged thrs ruting. If the
chatlenge is unsuccessful the program can potentially be changed from “owner onus” lo “driver onus". This would require the addition of face

cameras srmrlar to the programs run in some other siates. It is expected that this program which ertails 16 cameras, will be reactivated in the

urlng the year.

tn'vestment related to both road based sensors and non intrusive based detection systems, for both speed and red light appllcattons and high
s utton drgttal camera systams that lead the market in system performance. I ) J

8 cperatlonal in January Redflex also completed the tial of the Poini-to-Peoint Speed detection systems in New South Wales. A simitar project is

| ﬁﬁ] |nstalled in Victoria and hightights the future potentlal of this product.

| Work also contrnues on the £3 million contract with the Western Australia Police Service. Redflex is wrmng a full back-office for all traffi
| ﬁﬁur I|t|es whrch eﬁectlvely networks all steps of the enforcement process and allows more cperator efficiencies across the system, Tl
| pasted phase 1 testing and |s' in use. Work will be completed on the system in the next financial year

1 IIH

Qu

R IT1]

Theﬁ:ornpany won its first ma;or order with the South Australian government for the supply of Red llghtlSpeed combination cameras.

It

rglevelopment program contrnues to target development of progducts to maintain and extend aur competltrve position. The total number

arg supported under matntenance contracts in Australia has grown to in excess of 200 systems

!
i . . .
!IlghUSpeed combination |unrts were also installed in Victoria as further orders were received 1or an addrtronal 26 units.

{

ic enforcement
he system has

of systems and
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DIRECTORS’ REPORT

Redflex Communications Systems

Redtlex Communications Systems Pty Ltd had a pariicularly strong first half in the year ended 30 June 2006, contributing to a strong full year pretax profit
{excluding head office charges) of $6.0 million on revenues of $17.5 million. This represents a profit increase of $4.7 million on the 2005 result.

The result was significantly affected by a $46 milion contract with Lockheed Martin to provide communications systems to supply voice and
communications equipment for the Federal Aviation Administration’s Flight Service Stations of the 21st Century (FS21) Project. This contract was received
in July 2005 and reached ~35% completion in the first half of the financial year, at which time the customer used a "Termination for Convenience” clause
within the contract to cancel the contraci.

Despite receiving a substantial profit on the contract termination, the business had to be downsized to the size of operation it was prior to that contract win.
Accordingly the second half of the financial year was adversely affected with the business only now starting to enjoy a more determinable pipeline of work.

The revenue increase can be attributed to the growing number of successiul installations and the commercialisation of the Switchplus Generation lll
product, despite the effect of the F$21 contract cancellation.

Redflex has continued the progress with its third generation voice communications praduct with support from an Ausiralian Government START grant. The
development is now more than 95% complete, and the balance of the $2.6 million grant and our development activity will be fully utilised to complete the
project early in the next financial year,

The Communications business has been offered for sale to allow the full focus and reseurces of the company o be applied to the digital traffic camera
photo enforcement business. The Communications business has therefore been classified as an "operation classified as disposal group for sale”,

OPERATING RESULTS FOR THE YEAR

The company showed revenue from continuing operations of $54.1 which was up 43% on the previous financial year (2005: $37.9 million). The increase in
revenue was predominantly due to an increase in the number of revenue generating camera installations within our USA Build Own Operate and Maintain
husiness. The operations classified as a disposal group held for sale contributed significantly to the Group resuli; however those resulis were impacted by
the FS21 contract that has adversely affected performance in the second half of the year ended 30 June 2006.

The consolidated operating profit of the consolidated entity for the year ended 30 June 2006 after income tax was $8,655,924 (2005: $6,921,000).

The operating loss ot Redflex Holdings Limited for the year ended 30 June 2006 after income tax was $74,637 (2005: loss of $804,441).

The net profit from operatlons reconciles to net profit from continuing operations as follows:

2006 2005 % change
$o00 $000
Net profit from total operations 5,206 6,921 33.0%
:.;sssal:!el profit from operations classmed as a disposal group held 4,183 855
Less Impairment loss 550 0
Net profit from continuing activities 4473 6,065 (26.3%)
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i | .
Ll it ! l % . 2006
' 1 l ‘ Revenues Pretax Resulis
PTuﬁ;*ll \S|S Segrilmnta ) $OOQ $000
F}eﬁ{ e:| ‘ Jrafic S‘I,ystems |nc| | { 41,956 6,147
Heﬁ{ll "ll'rafflc Systems Pty Ltd! : 1 11,627 3,278
| ,
Hieﬁ{el ‘Holdlngs Limited | l - 557 (3,082}
Cl)plslseHa' |‘ons clas:smed asa dlspoqal group held for sale [ 17,502 5831
Einl?l?cls‘a Charges (net) ‘ 1 ‘ ) (435)
Pretaxi profit | v [ 71642 11,769
| ‘1 ' {
f t
Ll 3 ' ‘ ;
A . A | ! !
H:ever ue was generated from the secondary geographical business segments as follows: J :
' s{ ' f
| i H | 2008 2005
Geographical Segments : revenue ! 8000 $000
Al Ea e I ‘ 10,159 7,671
TN i ‘ 1 ' '
Lfnlilt%c ﬁtates ! | ! 56,923 35,192
Linallu pated | , ‘ \ 4,560 3,469
: o s ! 71,642 46,332
s e s
Qpﬁﬁlﬁns claésiﬁed asa fjispos'al group held for sale i {17.502) (8,389)
(:.qqeydatad antlty sales.from ordinary activities before incoms tax expense |
excluding operatlons classified as a disposal group held for sale and non- | 54,140 37,943
segingnt revenuas - i , j
} ! : ) K
| N 4 ‘ .
,‘.‘;.edﬂe‘nt reve}riue reconclles llo revenue from total operations as follows: | |
1l i ' j ! |
ﬁeu'jer 36 A ' J First half Second half 2006 2005 % change
! ‘m i 0 $000 $000 $000 $000" |
Reverue from continuing| activities \ 1 |
;SITI\%TI affic business " 17,582 24,374 | 41956 32,051 31%
, ol i
Aulslﬂrell |‘an traﬁit_i business ' ] 5,457 6,170 | 11,627: 5,677 105%
fead ?{ﬂce |ni£'a‘rest income - ‘ 384 173 . 557 215
|
otal Revenue }from contiPuIng'actlvitlas 23,423 0.7 1‘ 54,140 37,943
: _ule from’ ("_‘.ommunlcahons business 13,163 4,339 | 17,502 8,389
enie from total operations | 36,586 35,056 | 71,642 46,332 56%
i l ) |
i | 1 .
.H ! i I
N A
i | |
i | |
i 3 _
A ) J t
l |
l J i i
i ; M 1
H ]
; | l \ 1
' \
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DIRECTORS’ REPORT

The earnings before interest, tax, depreclation and amonrtisation (EBITDA) reconciles to EBITDA from total operations as follows:

EBITDA First half Second half 2008 2005 % change
$000 $oo0 $000 $000

EBITDA from Traffic business 8,814 11,444 20,258 16,325 24%
Head Office costs ) (1,600} {1,422) (3.022) (2,299}
Impairment charge ' 0 {550) (550} 0

7214 9,472 16,686 14,026
EBITDA from Communications business 6,111 809 6,920 2,325 198%
EBITDA 13,325 10,281 23,608 18,351 44%

The net profit from operations reconclles to net profit from total operations as follows:

PreTax Profit First half Second half 2006 2005 % change
$000 $o000 $000 $000
Net profit from Traffic business 3,785 5,634 9,419 9,505 {1%)
Head Oflice costs (1.165) {1,887) {3,052) (2,.370)
Impairment charge 0 (550) {550} 0
2,620 3,197 5,817 7135
Net profit from Communications business 5,725 227 5,952 1,222
Net profit from total operations 8,345 3.424 11,769 8.357 41%

The net profit after tax reconclles to net profit from total operations as follows:

After Tax Profit First half Second half 2006 2005 % change
$000 $000 $000 $000

Net profit from continuing activities 1,400 3,073 4,473 6,066 (26%)

Net profit from Communications business 4,277 (94) 4,183 865

Net profit from total operations 5677 2,979 8,656 5,921 25%

Shareholder returns

The Group is pleased to report that the operating results before operations classified as a disposal group held for sale show substantial improvement over
the prior year although not necessarily evident in the current share price. The significant improvement in most financial measures for the current year
shows the following:

2006 2005 2004 2003
Basic earning per share (cents) 9.96 8.20 4.36 {6.60)
Net Tangible Asset backing per share {cents} 756 59.3 53.7 52.6
Return on assets (%} 7.6 8.2 5.6 (8.3}
Return on equity (%) - 12.0 11.8 6.7 (10.2}
Net Debt/equity ratio (%} 59.1 43.7 203 222
Available franking credits ($000} 3,511 253 0 0

The current share price does not necessarily reflect our improved performance. Legislative and political concerns within our USA Tratfic operation have
adversely affecied our capacity to maximize revenue from the installed base of cameras within contracted cities in the USA. This has caused a temporarily
suspension of some of these programs involving up to 60 camera syslems. We believe the share price has been adversely affected by this event, despite
increasing our rate of new camera installations to record levels. Note that 2003 and 2004 measures are on a pre AIFRS basis.
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i

ow siatement iltustrates that there was an mcrease in cash and cash eqmvalems in the year ended 30 June 2006 of $3.9 miflion.

q alt|ng actwmes generated;$20 4 million of net cash in-flows. The increase in comparison to 30 June 2005 related to the highly proh able operating
Ie;qq for the Communications division. A substantial contract was terminated mid-term by a customer under a “Termination for Convemence clause
\.mlhl |ihe contract. i . '
| |
‘TIII'I"IS pet increase in the tl,ash flow from operating activities is offsei by a net increase in the cash used for investing activities of $26.6 million, which was
:rrlmir| y| attributable to the successful installation of 204 camera systems under the build own, operate and maintain business in the USA Traﬂlc division.
|
I Therd ‘ was als? an increase in cash flew from financing activities during the year arising from mcreased borrowings from our USA based bankers
\ ' '
\ ; ) E '
| - | |
L&) andlCai : |
Asset and Capital structure !
\ 4 o
A ! Operations ll |
| Continuing classified as a .
l ! h .
|' i i operations disposal group Total operations i
| : | hetd for sale | ' |
i
1 i l 2006 2006 2006 2005
‘ ! $000 $000 $000, $000
l!rhtﬁrl s‘t bearmg borrowings (22,070 0 (22;070} (12,676)
c“a"lsT alnd shon term deposits ! 11,564 653 12,217 8,344
! Ifit| rﬁm j | {10,506) 653 (9:.853} (4,332}
i ‘
leia ﬁquity | | 71,306 58,814 ]
nTlcl)lta[ capital employed ! 61,453 54,482
LGIﬁ arling (36) ‘ 138% 8.0% l
Thel =\.!el of ge:)aring within the Group is within acceptable, albeit low, limits considered acceptable ;by the board. i
(1| {3 ' !
J : i :
| : i ! 1
L | |
.|sma' Issues during the year t ‘ |
il l
Tng anly shares issued during the year were those arising from the conversion of options and share based payments pertaining to executive !remuneralion.
Détails'are shown within the Remuneranon Report. | l
| |
| : | |
'l | 1
Isiﬁrf“ of Options ‘ I L
I ' i I
Tné company did not issue any,options during the year ended 30 June 2006 (2005: Nif). As ai the date of this report there were 2,135,000 unissued shares
Iunde ‘optlonsl Refer to Note 15 for further details. }
: |
11 : | |
(11 | I |
1 | - i
' \

busingss unit:

rotile of Debts

el of Group borrowmgs has increased over the last year. The only major funding facility w;thm the Group exists within the USA Tramc division. The
|s a USD19 mulhon (AU026 million) revolving line of credit established to permit the mstallatlon of capital intensive camera systems into the USA.
H mlny is. requwed to

lfuncl that part of the capital expenditure that cannot yet be covered by | the cash generated from operating activities within that

The facility, does’ not have to be repaid until 20 August 2008. It is expected that the term ot this facility will be extended prior to that time.

t
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DIRECTORS’ REPORT

Capital expenditure

Under the terms of most contracts in the USA traffic division the company is required to fund all the equipment and installation costs for camera systems
installed in the USA. With 204 new camera systems installed during the year, capital expenditure of $22.7 million was incurred. This is higher than that
incurred in the prior year when 163 new camera systems were installed.

The USA iraffic division owns the capital assets within the intersections and derives recurring revenue streams by way of a fixed or variable monthly rental
based on red light ticket infringements issued or paid, or a monthly fixed fee.

Treasury policy

The Greup has established a treasury function co-ordinated by Redtlex Holdings Limited. responsible for managing the Group's currency risks and finance
faciliies. The treasury division operates within policies set by the board and the board is responsible for ensuring management's actions are in line with
Group policy.

Hedging is undertaken through the use of {oreign exchange coniracts and hedges where significant exposures exist. The interest rate exposures remain
unhedged in line with Group policy.

Risk Management

The Group iakes a proactive approach to risk management. The board is responsible for ensuring that risks, and also opportunities, are identified on a
timely basis and that the Group's abjectives and activities are aligned with the risks and opportunities identified by the board.

The Group believes that it is crucial for all board members to be part of this process and has established a separate Audit and Risk Management
Commitiee.

The board regularly monitors the operational and financial performance of the company and the consolidated entity against budget and other key
performance measures. The board also reviews and receives advice on areas of operational and financial risks. Appropriate risk management sirategies
are developed to mitigate all signirlicant identified risks of the business.

The board has a number of mechanisms in place to ensure that management's objectives and activities are aligned with the risks identified by the board

including implementation of board approved operating plans and budgeis and board monitering of progress against these budgeis, including the
establishment and monitoring of Key Performance Indicators {KPIs) of both a financial and non-financial nature.

Statement of compliance

This report is based on the guidelines in The Group of 100 Incorporated publication Guide to the Review of Operations and Financial Condition,

|
Significant changes in the state of affairs
Total equity increased from $58.8 miltion to $71.3 million, an increase of $12.5 millicn. The movement was largely due to the resuit of increased profits and
an increase in the foreign currency translation reserve arising from the favourable movement in the exchange rates between the 30 June 2005 and 30 June
2006 balance dales.

The board has decided to divest the operations of the Communications division.

Significant events after the balance date

There were no after balance date events of significance not otherwise dealt with in this repon.
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hikL IIy developments and expected results : E
I Thel

e most mgmhcant growth tor the ensuing financial year is expected within the Traffic division. The company has set internal instatlation rates for cameras

the USA which cah be met largely from existing contracts and selections. This growth will be funded from cash generated from operanons together
with appropnale debt fu?dmg |

I ,

Hirectors are not aw?re of !any breaches of environmental legisiation affecting the industry in which the Group operates. ‘
l

1

!
)
|
|

' ] : ,
the e*ercise price, pursuant to the share issues through conversion of iop'iions have been used to improve the Group's working

i
!

i

Lonsglidation

il

|
|
|

2 purposes of income taxatlon the directors of Redflex Holdings Limited and its 100% Australian owned subsidiaries have formed a tax consolidated
from 1 lJuly 2003. LMembers of the Group have entered into a tax sharing arrangement in order to allocate income tax expense 10 the wholly owned

i
1

mnlfié'ation and ir"n‘surance of directors and officers

. . dnanes on a prorala basis. In addition the agreement provides tor the allocation of income- 'tax liabilities beiween :he entities should the head entity
It onits tax payment obhganons

|
!
t
|

mpany: has agreed 0 mdemnlfy the current directors of the company: Chris Cooper, Robin Debernardi, Peter Lewinsky, Graham Davae and Bruce
ngg 1S, and the ComparJy Seqretary and all executive officers of the company and of any related body corporate, against any liability that may arise irom

riﬁir _Tsmons ‘within the compa‘ny The contract of insurance prehibits disclosure of the nature of the liability indemnified.
i

)'( Holdmgs Ltmu:ed being the uttimate parent entity paid premiums in respect of directorsland officers liability insurance during 1he|f|nanc1al year.

ptract of insurance ' does|not include details of premiums paid in respect of individual officers of the comparty and prohibits disclosure of the amount

prem|um pald

H

| l
E |
| 1

Ildaled entity has in place a Code of Conduct that identifies the appropriate professmr\al conduct for its dealings vmhlshareholders
ement, Iernployeesl and ather persons.  The self-regulatory measures contained within thls code are important in increasing the awareness of

an
s i

sh!are? 9lders and others who deal with the company, that Redilex Holdings Limited takes responsn:nlny tor its own conduct so that they may feel confident
st

|I|Hlt

ode of Conduct has been implemented by the board of directors who review compliance witﬁ the code and review its contents on an ohgoing basis.

or
l

=N )

e

Q.

F—mT— - —

—

o lhe |ntethy of the company and its decision making processes.
| |

orate Governancei

I

1
The ﬂde currently mcludas standards that cover respect for the law, integrity in all workplace and external dealings, diligence and quahty and equal
ofiunity. Other siandr—.llrds and policies cover in more detail the provision of a safe and healthy workplace fair employment practices and share trading

i
i
|

gmsmg the need for the h:ghest standards of corporate behaviour and accountability, the d|rectors of Redflex Holdings Limited support and have

d o the

principles of corporate governance. Redilex's corporate governance statement is contamed later in this Directors' Report.

1
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DIRECTORS’ REPORT

REMUNERATION REPORT

This report outlines the remuneration arrangements in place or currently under development for directors and executives of Redflex Holdings Limited and
its subsidiary companies.

Remuneration Philosophy

The performance of the company depends upon the quality of its directors and executives. To prosper, the company must attract, motivate and retain
highty skilled direclors and executives.

To this end, the company embodies the following principles in its remuneration framework:
»  Provide competitive rewards to attract high calibre executives;
. Link executive rewards to shareholder value;
» Have a significam portion of executive remuneration “at risk” dependant upon meeting pre-determined performance benchmarks; and

«  FEstablish appropriate demanding performance hurdles in relation to variable executive remuneration.

Remuneration Committee

A Remuneration Committee has been formed to review future remuneration arrangements for the directors and executive team. The Chief Executive
Officer's remuneration is determined by the board.

The Remuneration Commitiee assesses the appropriateness of the nature and amount of remuneration of directors and senior managers on a regular
basis by reference to relevant employment market conditions with the overall objective of ensuring maximum stakeholder benefit from the retention of a
high quality board and executive team.

The Remuneration Committee has retained international consulting firm Mercers to advise on and recommend improvements to the remuneration strategy
and processes, to confirm that practices and approaches meet established best practice, and to benchmark remuneration arrangements against the
industry and markets in which we operate.

Remuneration structure

In accordance with best practice corporate governance, the struciure of non-executive director and senior manager remuneration is separate and distinct,

Non-executive director (NED) remuneration

ObJective

The board seeks to set aggregate remuneration at a level which provides the company with the ability to attract and retain directors of the highest cafibre,
whilst incurring a cost which is acceptable 1o shareholders.

Page 12
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nstltuuon and the ASX hstlng rules specify that the aggregate remuneration of non- executlve dlrectors shall be determined from time|10 time by a
| meeting. An amoum noi exceeding the amount determined is then divided among the duectors as agreed. The latest determination was at the
General Meetlng held on 25 November 2005 when shareholders approved an aggregate ren?uneranon of $400,000 per year,

ount ot aggregate {emuneratlon sought to be approved by shareholders and the manner in which it is apportioned between dlreclors is reviewed
Iy The board conS|dered advice from external consuliants as welt as the fees paid 1o non- executrve directors of comparable compannes when

e 'klng 1he annual review process

IIN I l
ach director recelves a flxed Iee for being a director of the company. An additional allocation is made for board committees on which a director sits. The

nt of addmonal fees for servmg on a committee recognises the additional time commitment requnred by directors who serve on cne|or more sub
mmitees. I
!

e ok ]ectwemf the remuneratljon strategy for non-executive directors is to pay a total fee reflechng the significant contribution of time|and skills ot
dlr'e]cl:t r5, ThIS. will operate by setting a total fixed sum for non-executive director fees benchmarked by our external consultants against comparable
nies listed in the S&P/ASX 300. Non-executive directors are encouraged to hold shares in the company as it is considered good practice for

510 have a stake in the company on whose board they sit. .

a
b

O_

r manager and executive director remuneration

ve e Lo

‘rppany‘a'ims 1o reward the executives with a level and mix of remuneration commensurate with their position and responsibitities within the company
aso: i | '

Re\}y'ard exacutives for company, business unit and individual perfermance against targeils set by reference to appropriate benchmarks;

. .
Align the interests of executives with those of the shareholders;

v | .
. Linh (ewa:d with the strategic goals and performance of the company; and

Ensure total remuneration is competitive by market standards.

|
" ; l

i [N '
trudture 4 : | l .

‘ rm|n1ng‘the level and make up of executive remuneration, the Remuneration Commitiee engaged an external consultant 1o prowde independent
‘ both |n the form rof a wntten report detailing market levels of remuneration for comparative executive roles as well as the participation of the
egendent consultant in the meetlng frorm which the cammittee makes its recommendations to the board.

g | |
iy ‘ ‘ !

ponents of the employee remuneration strategy are:

1§

U
o
: I Fixéct Remunetation (FR)
o
'
-|. Varjable remuneration - Shon Term Incentive (ST1)

n‘

| 1 .
i'{he Jroportlon of fixed remuneration and variable remuneration (potential STls and LTlg) is established for each senior manager by the Remuneration
Committee.

|o Variable remuneratioEn - Long Term Incentive {LT1)

-

] I '
In th' year ended 30 June 2006, a combination of FR and STIs in the form of a cash bonus, in additicn to the vesting of options issued in the year ended
e 2004‘\formed the basiis for executive remuneration. '
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DIRECTORS’ REPORT

Fixed Remuneration {FR)

Objective

Fixed remuneration is to be reviewed annually by the Remuneration Committee and the process consists of a review of company-wide, business unit and
individual performance, relevant comparative remuneration in the market and internal and, where appropriate, external advice on policies and practices.
As noted above, the Committee has access to external advice independent of management.

Structure
Fixed Remuneration is used ¢ communicate the value of base remuneration packages.

The concept of FR also allows flexibility to be provided for a limited range of benefits such as superannuation and pension plans and motor vehicles, io
suit employee preferences, consistent with legal and market practices, in each country in which we operate. It is intended that the manner of payment
chosen will be optimal for the recipient without creating undue cost to the company.

The FR for the CEQ of RHL, the CEC of RTSI, and the executives of RHL including the Company Secrelary, are reviewed by the board each vear. FR for
direct reports to the two CEQs is reviewed each year by the CEQs who report to the beard with recommended FR for the next year.

Variable Remuneration - Short Term Incentive {STI)

Objective

The objective of the STl program is 1o link the achievement of the company’s operational targets with the remuneration received by the executive charged
with meeting those targets. The potential ST| available is set at a level so as to provide sufficient incentive to the senior manager to achieve the operational
targets and such that the cost to the company is reasenable in the circumstances.

Structure

For the next financial year, actual STI payments granted to each senior manager will depend on the extent to which specific operating targets set at the
beginning of the financial year are met. The operational targets consist of a number oi key performance indicators (KPIs) covering both financial and non-
financial measures of performance. The non financial measures are evaluated against individually set performance objectives. Typically included are
measures such as contribution to net profit before tax, customer service, risk management, product management, and leadership/team contribution. The
STt structure has been selected 10 align the executive reward with that of the success of the entity. The company has predetermined benchmarks which
must be met in order to trigger payments under the short term incentive scheme.

Cn an annual basis, aiter consideration of performance against KPIs, an overall performance rating for the company and each individual business unit is to
be approved by the Remuneration Committee. Targets are set by a cascade process from the board through the executive group. The individual
performance of each executive is also rated and all three ratings are taken into account when determining the amount, if any, of the STl pool that is
allocated to each executive. The process usually occurs within three months after the reporting date.

STI practices are intended to be competitive against local market comparators in terms of quantum, and motivational in design. In order to optimise
employee retention and reduce cash costs, the STl plan is envisaged to deliver an appropriate mix of immediate cash and deferred shares.

For the 2005 financial year, individual cash bonuses vested with executives and were paid in the 2006 year.

STl payments for the 2006 financial year will be based on individual performance based bonuses settled in cash and reviewed in September 2008.
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ma agement personnel must satlsfy the service conditions set at grant date.

The company 's performance agalns: the hurdle is then determined as follows:
!

f
F
|
i

|
|

|
|

'
i
|
t

'hrnarks}lhe companys TSR growth from the commencement of each grant against that c;f the pre-selecied peer group (S&P/ASX

500
400
300
200
100

j
Relative Performance - 5 year J

2002

2003

2004

2005

I
2006

—e—RDF

| —-—ASX300

———— e e -

pjectivel'oi the LTI plan |s to reward senior managers in a manner which aligns this element of remuneration with the creation of shareholder wealth.
ch, LTl igrants are|only, made to executives whe are able to influence the generation of shareholder weatth and thus have a direci impact on the
against the relevant fong term performance hurdle, ‘

g ) I
rants to!executlves in the past have been delivered in the form of options. Following the recent remuneration review, future LTI grants will be in the
of Performance Rights.

ompany will use a measure of Total Shareholder Return (TSR) as the pedormance hurdle for the long term incentive plan. TSR is calculated as the
chafge in capital value 01 Redﬂex Holdings Limited over a five-year period, plus dividends expressed as a percentage of the opening caprtal value. The
Uselof a relative TSR based hurdle is currently market best practice as it ensures an alignment benveen comparative shareholder return and rewards for

I,
a sessrng whether the performance hurdles for each grant have been met, the company receives independent data from its external consuham which

300). The key

The LTI Plan’ 'IS based on annual Performance Rights or equivalent granis, with an extended measurement period. Performance Rights (or equivalent) will
progresswety from a threshold level of performance to a maximum level, evaluated against an approprlale comparator group of compalmes

I
e/graph below shows the performance of the company {as measured by the market price of the company's shares at year end) and Lhe companson with
S&P!ASX 300 1ndex over !a five year period. Both the share price and the index have been normalised to a value of 100 at 30 June 2001 so that
=12 entage romparrsons can be made.
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DIRECTORS' REPORT

Details of directors and five most highly paid executives

Key Management Personnel

(i} Directors

Christopher Cooper
Robin Debernardi
Peter Lewinsky
Bruce Higgins

Graham Davie

{if) Executives

Karen Finley
Aaron Rosenberg
Brad Kay

Mark Etzbach
Richard Eden

Chairman {Non-executive)

Girector (Non-executive)

Director (Non-executive)

Director (Non-executiva)
Chiet Executive Officer

Chief Executive Officer and President (RTSI)
Vice President — Sales and Marketing (RTSH}
Chief Executive Officer and President — Sales and Marketing (RCSH

Vice President - Sales (RTSI)
Chief Financial Ofticer {(RTSI)

Remuneration of Key Management Personnel

The company has adopted Regulation 2M.6.04 which exemnpis listed companies from providing certain AASB 124 remuneration disclosures in the notes o

the financial report. The following disclosures arise from that exemption

The following disclosures in respect of director and key management personnel remuneration have been audited and are disclosed under Regulation

2M.6.04

Compensation of directors of Redflex Holdings Limited for the year ended 30 June 2006 (Audited)

Directors

Chris Cooper
Robin Debernardi
Peter Lewinsky
Graham Davie
Bruce Higgins

Total remuneration
diractors

2006
2006
2006
2006
2006

2006

Post Share based Performance
Short Term Employment payments Total related
Options or
Base Fea Other Bonus Superannuation Shares
$ $ $ 5 $ $ %
82,569 0 7.431 0 90,000 0
39,755 0 3,578 0 43,333 0
50,458 0 4541 | 0 55,000 0
223,624 - 42,188 20,126 69,000 354,938 31.3%
171,615 41,902 29,420 200,588 14,519 458,044 9.6%
568,022 41,902 71,608 236,264 83,518 1,001,315
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ompensation of directors of Redflex Holdings Limited for the year ended 30 June 2005 (Audited)
| i I

: P .
3 ) s T ey et g Petemee
| ;
!; E Base Fee E’;ﬁ;ﬂ? Bonus Superannufnlon Ogﬂz‘:sm
Dira t'ore | % $ $ $ ! $ $ | %
| (ljllﬂn‘ | |Ccroper- : T 2005 82,568 90,000 0 ;!,432 0 180,000 ; 0
RoanDeberrlrardi , 2005 32,110 35,000 0 F.BQO 0 70,000 0
']il ; HI.\C.'\rvn'insity | 2005 50,459 0 0 4,541 0 55,000 0
:(I?Irja a’m Davlie I 2005 206.422 0 35,000 1;:’.999 57,500 316,921 29.2%
|ﬁ{|u|eHiggine | ! 2005 291,893 0 72,973 L0 : 112,144 477,010 15.3%
:I%tl.! femuneration | 2005 663452 125000 107,973 32.862 169,644 1,098,931
| [’ l I '
| ’ ] I
|

ﬁgirre Annual General Meetlngs in 2001 and 2005, shareholders approved Graham Davie, rrlre Chiet Executive Officer's, partrcrpanon in the Redilex
, Exegutive Share Plan whlch commenced on 1 January 2002 Under the Plan Mr Davie is entitled (o be issued with Redflex shares to the value of 40% of his
total fi ffixed remuneration/ with the number of shares in an annual offer determined according to the compound growth in the price of shares over the three-
ygan i test penods endmg 3 December 2004, 2005 and 2006. All of the shares are granted if the compound growth in the share price exceeds the target
| [eye cf performance by at Ieast 25%. In the year ended 30 June 2006, 130,929 shares (2005: 77,615 shares) were issued to Mr Davie in accordance with
| the plan A further 68,249 shares may be issued to Mr Davie in January 2007 if the performiance hurdle is met. Further issues under the plan are

| conkidtered unlikely. ! |

Y T |
The ex- gratla payment 1o directors was made under Section 37(f) of the company’s constitution in recognition of the performance of exira services and

m g

spe "IEU exertion for the benefit of the company. It is not considered likety that fulure payments erI be made under this section.

I
i | |
! ! -

i

=

)
1
HE]ﬂ Iloyment contracts |
I
| [I'he Redfiex Holdings Limited CEQ, Graham Davie is employed under a current employment contract dated 14 December 2001. The contract dogs not
r‘r_a a specrhc termmauon date. The company may choose 1o commence negotiation to enter inio a new employment contract with Mr Davie at any time.
Un er the terms of the present contract: i
s Mr Davie may re3|gn from his position and thus terminate this contract by giving 1 momh s written notice. The company miay terminate his

employmem agreement by giving 1 month's written notice or paying one months pay |r|'| liew. - ‘ |

rhe CEC is only enptled to that portion of remuneration which is fixed, and only up to the date of termination. On termination with cause any
unlvested performance rights will immediately be forfeited. \
|

. STls of up 10 30% of fixed remuneration are available based upen achievement of periormance targets with a further 30% available tor over-

|

[- The company may ‘terminate the contract at any time without notice if serious mlsconduct has occurred. Where termination wrth cause occurs
|

|

r |

[ achrevemem of ihose targets. |

. L1['I entitlements for;Mr Davie are shown below. !

! .
'
f

|
|
!
I
1
|
|
!
|
|
I
!
r
\
|
|
I
[
|
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DIRECTORS’ REPORT

The Redftex Traffic Systems Inc President and CEO, Karen Finley, is employad under contract. The current employment contract commenced on 24
February 2006 and is for an indefinite term,

Under the terms of the contract:

+«  Either Ms Finley or the company may terminate the employment relationship at any time, with or without cause and with or without advance
notice, with all accrued benefits at that point in time paid to Ms Finfey. If the company terminates Ms Finley's contract without cause, the
company will be required to pay 3 months base salary at that peint in time. On resignation any non-vested Performance Rights will be forfeited
by Ms Finley.

»  The company may terminate the coniract at any time without notice if serious misconduct has occurred. Where iermination with cause occurs
the CEQ is only entitled to that portion of remuneration which is fixed, and only up to the date of termination, On termination with cause any non-
vested Performance Rights will immediately be forleited.

+  STs of up to 30% of FR are available based upon achievernent of performance targets with a further 30% available for over achievement of
those targets.

LTI entitlements for Ms Finley are shown below.

The previous Redflex Traffic Systems President and CEQ, Bruge Higgins was employed under contract. The employment contract commenced on 1
February, 2003 and ierminated on 1 February 2006. )

Under the terms of the contract:

Either Mr Higgins or the company could terminate the employment relationship at any time, with or without cause and with or without advance notice, with
all accrued benefits at that point in time paid to Mr Higgins. If the company terminated Mr Higgins contract without cause, they will be required 10 pay 12
months base salary at that point in time and reimburse Mr Higgins and his family for costs of retum to Australia. On resignation any non-vested options
were to be forfeited by Mr Higgins.

The company could terminate the contract at any time without notice if serious misconduct bad occurred. If termination with cause occuired the CEQ
would only be entitled to that portion of fixed remuneration up o the date of termination. On termination with cause any unvested options would
immediately be forfeited. STls of up to 25% of Fixed Remuneration were available based upon achievement of performance targets. LTI entitlements for
Mr Higgins are shown below.

Compensation of the flve named executlves who recelved the highest remuneration for the year ended 30 June 2006 (Audited)

. Post Share based Performance
Compensation Short Term Employment payments Total related
Cash Qptions or
Base Fee Bonus Other  Superannuation Shares
Exacutlves $ 5 $ 8 $ L3 %
Brad Kay 2006 178,639 232,986 9,850 15,897 4901 442 273 52.6%
Karen Finley 2006 256,864 40,118 16,954 0 9,451 323,387 12.4%
Aaron Rosenberg 2006 250,735 22,065 24,641 0 9,451 306,892 7.2%
Mark Etzbach 2006 141,526 78,731 8,262 0 7,455 235,974 36.5%
Richard Eden 2006 171,205 18,722 18,180 0 13,419 221,526 14.5%
Total remuneration y
- executives 2006 998,969 392,622 77,887 15,897 44,677 1,530,052
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pensation of the five nalmed executlves who received the highest remuneration for the year ended 30 June 2005 (Audited) I

Post Share based Performance
; Short Term Employmantf payments Total }F related
Cash i Optlens or

' Base Fee Bonus Other Superannuatioln Shares |
; $ $ $ s | $ $ | =
I 2005 172,482 7,438 0 16.6{40 18.012 214,572 i 3.5%
i i

2005 199,018 35,492 0 | 0 34,737 269,247 l 13.2%

‘ | 2005 225,554 87,658 0 ) 34,737 347,939 25.2%

| 2005 103,333 37833 9,759 lo 7,455 158,380 | 28.6%
- 2005 153,333 0 9759 [0 13,419 176511 | 7.6%

2005 906,924 165,768 19,518 16.540 156,960 1,274,180 |

dltierent individuals were spemned in 2005.

no options over the ordinary shares of Redflex Holdings Limited were gra:med to executives of group entities.
I

!

ions of directors and executives

|

+

" Number of ! Number of N.umber of
© options at Exercised Vested Expirad : options at 2psn:tn;0v33:$ad
i beginning of P $ end of 2006
| period | perlod (Exercisable)
| .
; 0 0 0 o ! 0 0
| 0 0 o} 0! 0 0
I
1 0 0 0 0 , 0 0
| 0 0 0 0 0 0
» 1,500,000 (1,500,000) 0 0! 0 0
! ‘
r' |
} Number of  Number of N(L_J)rpntli:&:rr‘sof
| | options at Exercised Vestad Expired | OPUONS AL ocied as at
beginning of , end of 0 Juns 2006
: riod perlod 30 June
i pe ! (Exercisable)
t f
! 230,000 (20,000) 0 0 | 210,000 210,000
‘ ' 405,000 (270,000) 0 0 135,000 135,000
| 360,000 (240,000) 0 0 120,000 120,000
33,333 0 33,334 0 66,667 66,667
? 60,000 0] 60,000 0 120,000 120,000

i
f
3

|
|
'

gptions granted to Mr H|gg|ns were allocated prior 10 his appointment as a director.

Group totals |n respeci of the financial year ended 2005 do not necessarily equal the sums of amoums dlsclosed for 2005 for individuals specmed in 2006,
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DIRECTORS’ REPORT

Optlons exercised by directors and key management personnel during the year and converted to shares compare to market value as

follows:

Weighted 2&22;?
QOptions exercised Option typs Quantity asg;iaggne S:iact:
exorcise tima of
price conversion
$
Brad Kay RDFAQ 20,000 1,52 212
Karen Finley RDFAS 270,000 0.6148 3.25
Aaron Rosenberg RDFAS 240,000 0.6210 2.375

There were no new options granted during the year.

Options granted as part of remuneration for the year ended 30 June 2006 (In accordance with LTI plan)

There were no new options granted as part of remuneration for the years ended 30 June 2006 and 30 June 2005.

The following optlions were held by directors and the five named executlves who recelve the highest remuneration for the year ended 30

June 2006:
Directors

' Number ot
Key Management E;mf :tf Number of Options \g:tlljoenc;f % of total
Personnel beginning Exercised Granted Expired e:;g?"i;; d :leggegu: inciuded in remuneration

of period P 2006 remuneration

Directors

f RDFAR

options
$

Graham Davie 0 0 0 0 0 0 0 0
Chris Cooper 0 0 0 0 v; 0 0 0
Robin Debernardi 0 0 0 0 0 0 0} 0
Peter Lewinsky 0 0 Q 0 0 0 0 0
Bruce Higgins 1,500,000 (1,500,000} 0 0 0 0 14,519 6.4
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1 \
|
] I |
i i '
| . Numbar of f Numper of Valus of
.Kﬁy‘ Iqanagan ent ' opnons at Exercised Granted Expired I:”:.r:)tfsr :lf v:sp:;%n:s options % of total
Parsa nnel |, begmmng encF!) of pefiod at 30 June included in remuneration
[ ) ‘ of period P | T remuneration
I 1 } 1 . 006 |
Executives L ] ‘
I ‘ _ RDFAS
T 1 | : optlons
I | | $
jl ‘ 3y 1. ‘ 230,000 {20,000)* 0 o 210|.000 © 210,000 4,901 1.1
nFinley | ‘ 405,000 {(270,000) 0 0 135,000 135,000 9,451 292
0k b j ' |
arorl Rosenberg ! 360,000 {240,000) o 0 120,000 120,000 9,451 307
A s - 1
¥ 1 ' RDFAT
f j } options
| ? | | S S
ar‘kl T’.}zbach 1 .1 100,000 0 0 0 $00,000 66,667 7,455 315
ichard Eden | -1 180,000 0 0 0 180,000 - 120,000 13,419 6.05
i | |
l | |

e Totlons were issued in 2004 and in accordance with the existing Redflex Employee Oplion Plan at that time:

1 |
{a)| The RDFAH opt|onT granted to Mr Higgins were allocated prior to his appointment as a dlrecltor and are at an exercise price of $0.50.
il | I
b]|| The RDFAS options are at a nominal exercise price of $0.58, increasing at the rate of 3% per annum (c:ompoundmg) until the time of
' exerclse One third 01 the options vested on 1 February 2004, 2005 and 2006 respectively,

c)| The RDFAT options are at an exercise price of $2.06 compounding at the rate of increase in the All Ordlnanes Index uniil exercised,

c)

00 | l
) 1
|

Opuons that have not vested cannot be exercised after termination of employment; |

| ] |

(e) Optlons can not be exercised until after the vesting date and expire after 5 years.

Hl 1 oo d .y .
‘ | ﬁo ,000 opticns exer‘cised by Mr Kay were RDFAQ options issued in 2001 with an exercise prilr.:e of $1.52.
I |
sTfﬂ& gompanyJuses the fa|r value measurement provisions of AASB 124 "Director and Executive Disclosures for Disclosing Entities" and AASBZ “Share-
payment” prospectwely 10r all options granted to directors and relevant executives, which have not vested as at 1 July 2003, The fair value of such

nts is belng amortised|and dlsclosed as part of director and executive compensation on a stralght -line basis over the vesting period.

J
il Juty 2003 opuons gramed as part of direcior and executive compensation have been |ndependently valued using a Black- Scholes‘optlon pricing
ddl, | which 1akes account of factors including the option exercise price, the current level and volatlllty of the underlying share price, the risk-free interest

xpected dividends on the‘undertylng share, current market price of the underlying share and the expected life of the option.

! |
; ] |
ﬂ‘ .
ns exerclsed by dlreclpjrs and executives during the year and converted to shares ccrmpare to market value as follows:
I . l Welghted
A ! Average average
i ' * Optlon markat
Ipyse options exercised ' Option type Quantity exercise price at time
{ . Price | of -
([ . conversmn
! i $ §
v nggms ' | , RDFAR 1,500,000 0.50 2.68
IF.nley | | W‘ RDFAS 270,000 0.615 3.25
i
{ 1
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DIRECTORS’ REPORT

DIRECTORS’ MEETINGS

Directors' meetings held and attended during the year ended 30 June 2006, and up to the date of this report were:

' Audit and Risk

' Directors' Managemant Rg’;‘;’:ﬁﬁg:"
Meetings Committes Mestings
Meetings
Number of meetings held i 15 5 15
Number of meetings attended
Graham Davie . 15 5 15
Robin Debernardi 15 5 15
Chris Cooper 15 5 15
Peter Lawinsky 15 5
Bruce Higgins 15

All directors were eligible to join all meetings held.

COMMITTEE MEMBERSHIP

At the date of this report, the company has an Audit and Risk Management Committee, a Remuneration Committee and also a Nomination Committee
which comprises the full board. Members acting on the commitiees of the board during the year were:

Audit and Risk Management Remuneration Committee

Committee
Peter Lewinsky (Chairman) Robin Debernardi (Chairman)
Chris Cooper Chris Cooper
Robin Debernardi Graham Davie
ROUNDING

The amounts contained in this report and in the financial report have been rounded to the nearest $1,000 {(where rounding is applicable) under the option
available to the company under ASIC Class Order 98/0100. The company is an entity to which the Class Order applies.

AUDITOR INDEPENDENCE AND NON-AUDIT SERVICES

The directors received the following declaration from the auditor of Redflex Holdings Limited. This auditor's declaration forms part of this Directors’ Report.

Signed in accordance with a resolution of the directors.

yom

Graham Davie
Director

Melbourne, 29 September 2006
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. b -I‘ . .
i Melbourne VIC 3000

{‘\ Australia
4 j GPO Box 67
¥ I Melbourne VIC 3001
1 |
| 5 } |
1 | ' o .
| Auditor’s Indfpendence Declaration to the Directors| of Redflex Holdings
Limited | .

)

. i
: | In relation totour audit of the financial report of Redflex Ho]dlngs Lumted for the financial year

’ ended 30 June 2096 to the best of my knowledge and belief, there have been no contravemlonslof
the audltor mdependence requirements of the Corporations Act 2001 or any applicable code of

.professwnal conduct.

Dav1d Petersen |
Partner !
‘ m 29 September 2006

|
t
|
|
|
|
i
L
|
)
H
|
|

i ) -Liability limited by a scheme approved under
i Professional Standards Legislation

o . ;
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DIRECTORS’ DECLARATION

In accordance with a resolution of the directors of Reditex Holdings Limited, | state that:

(1)
{a)

)
(2

In the opinion of the directors:

the financial statements and notes of the company and of the consolidated entity are in accordance with the Corporations Act 2001,
including:

() giving a true and fair view of the company's and consolidated entity’s {inancial position as at 30 June 2006 and of their
performance for the year ended on that date; and

(i) complying with Accounting Standards and Corporations Regulations 2001; and
there are reasonable grounds to believe that the company will be able 1o pay its debts as and when they become due and payable.

This declaration has been made after receiving the declarations required to be made to the directors in accordance with section 2954 of
the Corporations Act 2001 for the financial period ending 30 June 20086. ’

On behalt of the board

Graham Davie

Director

Melbourne, 29 September 2006
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PORATE GOVERNANCE STATEMENT | '
T |

recommendations, which/are as follows:

|
|

Layisohd found_atlons for manage'ment and oversight.

Structure the board o add value.
‘ f

Promote ethical anq responsible decision making.

LT ey =)

-—-z

ﬁ Safeguard |megr|[y |n financtial reporting.

l5’. ’ Make timely and balanced disclosure.

ﬁ Respect the rights of shareholders. !
‘ . i =

ﬁ Re&;ognise ancr manage risk. |

8l ¢

il

?

lf

Encourage enhanced performance.

I
: | .
! Remunerate fairy and responsibly. ‘

1
' F{ec'ognise the legitimate interests of stakeholders. J !
[
LTI I3 |
uncil's best practlce recommendations.

T |

Wl ,

omposition of the Board

}
omposition af the board is determined in accordance with the following principles and guidelines:
|

O -

the board shall comprise at least three directors and should always maintain a majority of non-execulive directors;

the chairman shoulq be a nen-executive director;
1]

3 AR ‘ :
. the board shall comprise directors with an apprepriate range of qualifications and experience; and

. The board shall meel ai teast monthly and follow meeting guidelines to ensure all necessary mformauun is available to participate
dnscussmn of all agenda items.

|

Theldirectors In office at ther date of this report are f

vl

Cooper (Chairman) Non-executive director
Debernardi Non-executive director

oz

] . ! v "
atgr LewmsRy : Non-executive director

u ’e Higgiﬁ's Non-executive director
am Da\a‘jie Chief Executive Officer

1

3 |
The board of directors of Redflex Holdings Limited is responsible for the corporate governance of the consolldated entity. The board guides and monitors
the byisiness and affairs of Redfllex Holdings Limited on behalf of the shareholders by whom they are elecled and to whom they are accountable.

edflpx Holdmgs Limited's corporate governance statement is structured with reference |to Corporate Governance Council's plnnmples and

Redflex Holdmgs L|m|ted § corporate governance practices were in place throughout the year ended 30 June 2006 and were fully compliant with the

For {lirther information on corporate governance policies adopted by Redflex Holdings Limited, refer to our company's website at www.redflex.com.au.

in an informed

I... e

:";fl ‘t}ered and mdeper'dem |udgmem Mr Higgins is not considered independent due to his previous role as CEQ and President o
Sysfems Inc! l !

ej skills, expenence and expertisa relevant to the position of director held by each direcior in office at the date of the annual report IS included in the
clors Repon Dlreclors of Redflex Holdings Limited are considered 16 be independent wheo they are independent of management aed free from any
¥ ness or[other relauonshup that coutd materially interfere with, or could reasonably be perceived to materially interfere with, the exercise of their

Redflex Traffic
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CORPORATE GOVERNANCE STATEMENT

In the context of director independence, “materiality” is considered from both the company and individual director perspective. The determination of
materiality requires consideration of both quantitative and gualitative elements. An item is presumed to be quantitatively immaterial if it is equal to or less
than 5% of the appropriate base amount. It is presumed to be material (unless there is qualitative evidence 10 the contrary) if it is equal o or greater than
10% of the appropriate base amount. Qualitative factors considered include whether a relationship is strategically important, the competitive landscape,
the nature of the relationship and the contractual or other arrangements goveming it, and other factors which point to the actual ability of the directer in
question to shape the direction of tha company's loyalty.

In accordance with the definition above, and the materiality thresholds set, the lollowing non-executive directors of Redflex Holdings Limited are
considered 10 be independent:

Name Position Term in Office
Chris Cooper Chairman, Non-executive director 4 years
Robin Debernardi Non-executive director 4 years
Peter Lewinsky Non-executive director I years

There are procedures in place, agreed by the board, to enable directors, in furtherance of their duties, to seek independent professional advice at the
company's expense.

For additional details regarding board appointments, please refer to our website.

Nomination Committee

The board has established a Nomination Committee which operates under a charter established by ithe board 1o ensure that the board continues io
operate within the established guidelines, including where necessary, selecting candidates for the position of director. The Nomination Committee
currently comprises all directors and any business of the Committee is considered at regular beard meetings.

Audit and Risk Management Committee

The board has established an Audit and Risk Management Committee, which operaies under a charter established by the board. It is the board’s
responsibility to ensure that an effective internal control framework operates within the entity. This includes internal controls to deal with both the
effectiveness and efficiency of significant business processes, including the safeguarding of assets, the maintenance of proper accounting records, and
the reliability of financial information as well as non financial considerations such as the benchmarking of operational key performance indicators. The
board has delegated the responsibility for the establishment and maintenance of a framework of internal contro! and ethical standards for the management
of the consolidated entity to the Audit and Risk Management Commities.

The committee also provides the board with additional assurance regarding the refiability of financial information for inclusion in the financial reponts. Three
non-executive directors are currently on the Audit and Risk Management Commitiee.

The members of the Audit and Risk Management Committee during the year were:
Peter Lewinsky
Chris Cooper

Robin Debernardi

The external auditor is invited to attend all Audit and Risk Management Committee meetings.

The Audit and Risk Management Committee is also responsible for directing and monitoring the internal audit function and nomination of the external
auditor and reviewing the adequacy of the scope and quality of the annual statutory avdit and half-year statutory review.

The board receives certification of the financial siaternents from key executives including the Chief Executive Officer and the Chief Financial Officer.
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|
I
I
| l
g 11 ‘.
W ; ;
1. . |
Ik | 1 I
| Remune‘ration Committee '

I

m
3z

111
parf wrmance The expected oltcomes of the remuneration structure are:

i

r

N l I

| (i & retenrron and mativation of key executives
|

le arrractlon of quality managemem to the company L

performance rmtratrves which allow executives to share the rewards of the success of rhe company

—

1
is no scheme 1o provrde retirement benefits, other than statutory superannuation, to non-ex?cuuve directors.

tive team. *

i !
;
E
{ The _Remun(;'.rtion Committee Is currently comprised of the followlng directors:

i
=

p——— '4C

| Chri Cooper;

gj!l |

E Debernardi
| Graham Dav‘ie
| 1
|

o
(o
=3

|

|

|

|

!

T

E

|

i l |

d ReSponsibiIities :

llll |

T
| afral

ol

giemenrsl arein p!ace o adequately manage those risks.

e edormaﬁce of the CEO and the executive team. i
' r

||s the companys objectrve to provide maximum stakeholder benefit from the retention of a hrgh quality board and executive team by remunerating
¢ drre *rors and key execurrves fairly and appropriately with reference to relevant employment market conditions. To assist in achieving rhts objective, the
uneratron Commrttee links the nature and amount of execuiive directors' and officers' cotmpensalron to the company's financial and operational

oard is responsrb[e for determrnrng and reviewing compensation arrangements for the directors themselves and the Chief Executive ‘Officer and the

|
|
|
|
|
|
|

8 board acts on behali of and is accountable to the shareholders, the board seeks to identify the expectations of the sharehclders, as well as other
eg atory and ethical expecratrons and obligations. In addilion, the board is responsible for |dlenr|fy|ng areas of significant business r|s|k and ensuring

The|[esponsibility for rheloperatron and administration of the consolidated entity is delegated by the board to the Chief Executive Officer and the execulive
The board assures that this team is adequately qualified and experienced to discharge rhelr responsibilities and has in place procedures 10 assess

I .!}. oard is responsrble for ensurrng that management'’s objecuves and activities are aligned wrth the expectations and risks identified by the board. To
| e|ﬂ|s & this islachieved the board has a number of mechanisms in place, including: i
! |
.! "I:nle oard approves srrategrr:'plans operating plans and budgets. The board also reviews mplememarron by management, monitors progress against
|qu et |nc|ud|ng establlshrnent and monitoring of key performance indicators for all sugnlhcanr business processes, designed to meet stakeholders'
' "e‘r‘ s'and manage business rrsk !

MLl ) o . . | , )
;T”r}e! ?oard is actively invotved in developing and approving initiatives and strategies designed io ensure the continued growth and success of the entity,
|inr:IL ding: | ) ] |

i

il L S ‘ o
I -| establishment|of committees to report on cccupational health and safety and envrronmemai issues and concerns;

|
. N . !
! s, procedures tojaliow directors to seek professional independent advice at the company‘s expense;

|
[ i procedures tq allow directors to review approval of major contracts and financing arrangemems including financial risk in such areas as
‘ ; ! currency, interest rate and credit policies and exposures, and o monitor management’ s actions o ensure they are in line with company policy.

I ‘ i i |

! |

Page 27




CORPORATE GOVERNANCE STATEMENT

Monitoring of the Board's Performance and Communication to Shareholders

In order to ensure the beard continues to discharge its responsibilities in an appropriate manner, the performance of all directors is reviewed annually by
the Chairman. If the performance of a director was considered unsatisfactory he would be asked to retire.

Information is cemmunicated to shareholders through:
»  The annual report which is distributed to all shareholders;
+  The halt-year report which is made available by way of an ASX release;
+  The annual general meeting,

+  ASXreleases in accordance with the entity's continuous disclosure policy,

Public and privaie briefings. Any new material information which is released at briefings is made generally available concurrently by way of an
ASX release.
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!VIE' STATEMENT FOR THE YEAR ENDED 30 JUNE 2006

|
|

1

. - .
= m —— | __ —_

| 1

1 |
3 L

I ;

Ii‘ll ll tinuing operatlons |
goods and services l
IIH Il ¥ |

Hevenue from fee for service colntracts

1l | |

Managemem fees i

Fi i I | l
! ||r|1i?r?c!:.|a revenltre |
Tataf|Revenue ' |
Ic:c:ngt of sales | S |
Cost of fee for service contracts
Ciz:):él"ci:f Goods sold B
s Profit o |

Iﬂﬁgl(l?itilng related expens?s : [
i i

Admlnrstratrve refated expenséa

Program management costs |

'Amiamsatron of intangibles j

L 1 i |

. Deprec:atron an fee for service rl:omracis

Dﬁprecratron other i
il

lmpalrment on Plant and equrpment

LTI

Prpf t from continuing oparatlclms before tax and

fln'a’nclhg cosls

In'llgrflrn 1 ‘r S

| |
Pritlﬂt!from continuing operatlons before tax

Income tax expense '

i
F’nch:frtl }Aﬂer Tax from contmumg operations

? )
‘ O:erations classlﬂed asa dlsposal group held for sale

U i |
Prom atter tax from operations classmed as a disposal

group held fprlsale
|Nm Proflt attributable to merpbara of the parent

i1 |

:Emr;nll'ngs per Ishare (cenlts per share)

- baslclfor proﬁt for year attrlbulable to ordinary equity

- hlorhda]rs of the parent con*llpany

- basic{for proflt from continuing operations attributable to

ordrn'ary equny holders of the parent company

I
- drluteld for profit for the year annbutable tc erdinary

ecijunir holders'of the parent company

P | '
Ic'hll.!led for profit from cplntrnu-.ng operations attributable

itolor'clrnary eq'un'y holders of the parent company

drvr'ﬁends per share artrrbutable to ordinary equity
hoidErs of the parent company |

“E J
i S

{

|
|
y
|
|
|
|

1

Consolldated Entity Redflex Holdings |I_Imiterd
Note 30-Jun-06 | 30-Jun-05 30-Jun-06 30-Jun-05
$000 J $000 $000 $000
3,4 13,463 | 8,005 0 0
34 40,120 1 - 29723 0 0
0 J 0 2.417 2,238
557 | i 215 529 170
54,140 | 137,943 2,946 | 2408
10,215 | 5,733 0 0
10264 | | 6,425 ) 0
20,479 \ 12,158 0 0
33,661 | 25,785 2,946 2,408
\
4136 | 2,174 0 0
9,772 l 7,821 3,023 3,253
1,941 \ 1,546 0
569 ‘ 487 0
9.461 | 5,887 0 0
283 | 218 30 74
550 I r 0 0 0
26,712 18,133 3,053 3,327
6,949 J 7,652 (107 (919)
(1,132} ‘ (517) 0 20
5817 | 7,135 (107) (899)
5.6 (1,344) | {1,069) 32 95
4,473 6,066 (75) (804)
1 0
!
6 4,183 I{ 855 0 0
8,656 | ‘6,821 {75) | (804)
!
7 9.96 cents 8.20 cenis
7 5.15 cents 7.18 cents
7 9.72 cents 7.73 cents
7 5,02 cents 6.78 cents
Nil Nil

1
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BALANCE SHEET AS AT 30 JUNE 2006 .

Consolidated Entlty Redflex Holdings Limited
Note 30-Jun-06 30-Jun-05 30-Jun-06; ¥ 30-Jun-05
, ’ $000 $000 $000 $000
Current Assets ,
Cash and Cash Equivalents 9 11,564 8,344 ‘5789 - 5044
Security Deposits 21 1,252 1,423 636 827
Trade and Other Receivables 10 12,239 9,704 a3 280
Inventories 1 © 11,849 12,519 0. 0
Prepayments -0 196 0 18
Do 36,904 32,186 6,518 6,169
Assets classified as held for sale ' 6 11,120 0 0 0
Total Cumant Assets ' ) _ 48,024 32,186 6,518 6,169
1 )
Non-Current Assets ‘ )
Receivables . o ' 12 0 0 22,269 53,261
Investments : 22 0 0 . 39461 2,793
Property Plant and Equipment ‘ 13 - 52,214 38,275 41 61
Deferred Tax Asset ‘ ‘ 5 7,685 5,266 " 58 51
Intangible Assets and Goodwill | 14 5,549 8,771 400 400
Total Non-Current Assets f ‘ 65,448 82,312 62,229 56,566
Total Assets ; 113,472 84,498 . BB, 747 62,735
i
Current Liabilities ‘
Trade and Other Payables , 16 7,633 6,870 169 357
Interest Bearing Borrowings ' : 17 280 126 0 0
Income Tax Payable ‘ ‘ 5 3,258 . 253 3,258 253
Provisicns 18 976 859 177 154
) ‘ 12,147 8,108 3,604 764
I‘_;::t;i:,t[iees directly associated with .assets classified as held 6 2275 "0 0 0
Total Current Llabillties ' 14,422 8,108 3,604 764
Non Current Liabllitles '
Interest Bearing Borrowings ‘ 17 21,790 12,676 0 0
Non-Interest Bearing Borrowings 16 0 0 7,950 6,565
Deferred Tax Liability ' 5 5,867 4,718 0 0
Provisions ’ ' 18 87 182 18 15
Total Non Current Liabllities } ) 27,744 17,576 7,968 6,580
)
Total Liabilities ' 42,166 25,684 11,572 7,344
Net Assets . 71,306 58,814 57,175 55,391
Equity :
Equity attributable to equity holders of the parent
company .
Contributed Equity . 19 80,959 79,318 "~ 80,959 79,318
Reserves 19 : 1,436 (759) 2612 2,394
Accumulated Losses i (11,089) {19,745) (26,396) {26.321)
Total Equity . ) 71,306 58,814 57,175 55,391
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CASH FL 0 STATEMENT FOR THE YEAR ENDED 30 JUNE :

I

i
Cash Flows from Operating Activitles

il
Hecelpls from Customers

RN
Pa)lfmvnts io Suppllers and Employees

I
Interest Recewed

Imelzriel ipaid i

o

+

i
ome Tax Paid ‘ I

l
I rCash Flouits from (Used m) operating activities

T

Cash|Flows (used In) from Investlng Activitles

Pljfcl:rl%ée of Propeny‘ Plant and Equipment

Ca{a,pltallsed Development Costs’I

R?Iclel;?tl of Governmenl Grants '
Proceeds of Advances No‘n Related Party

|
Prgée!gds of Advances Related Party

NetIl Cash Frou{s (Used in) from investing activities
Catlsh!Flows from Financing ActMtles

Bank Borrowmgs .

LeI alse L’lablhty Incurred ’ i

Proceeds tromilssue o Ordmary Shares

I # 1
Net Cash F!oulrs from fnnancmg aclivities

o
r: Lo
Net|! ﬁreasa Iln Cash held
Effec oll' Exchange Rate Changes on Cash

Cash at Begmnmg of Fmancual Year
cashland Cash equivalents at end of pertod

o |

basih ncludedin assels held for sale

nd Cash equlva!elms atend of period

|

a

|
3l

I

!

1

|
|
|
|
l
i

| I
!
!
I
i
¢
b

|

Consolidated Entity

Redflex Holdinge Umited

30Jun06 | 30-Jun-0s 30-Jun-06 30-Jun-05
Note $000 | $000 $000 | s000
| |
67.478 | 45981 0 i 0
(46,538) (31,072} (2,740) (2,280)
698 | 204 529 l 170
(1.132) | (332) 0 ' (21)
(60) | (49) 60 | (49)
9 20,448 | 14,752 (2,21) (2,180)
{
|
(22,723 | {20,611) (10) ! {36)
(5.280) : £ (3.875) 0 i 0
1,204 | 1,295 0 0
1! 0 0 405
0 ! 0 1,385 1,042
(26,628) | (23,191) 1375 | 1,411
} .
7,998 l 8.362 0 0
374 218 0 0
1,641 5,685 1,641 J 5,685
10,013 14,265 1641 | 5,685
' |
3,831 5,826 745 | 4918
42 (262) o | 0
8,344 2,780 5.044 \ 128
12,217 8,344 5,789 i 5,044
|
(653) 0 o | 0
9 11,564 8,344 5789 | 5,044
|
|
|
|
|
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STATEMENT OF CHANGES IN EQUITY FOR THE YEAR ENDED 30 JUNE 2006

Consolidated Entity

At 1 July 2004
Profit for the period
Additional paid-in capital

Tax benefit from share based
payments re employee options

Cost of share based payment
Currency translation differences
Exercise of employee options
At 30 Juns 2005

Profit for the period

Exercise of employee options
Currency translation differences
Cost of share based payment
At 30 June 2006

Parent Company

Al 1 July 2004
Profit for the period
Additional paid-in capital

Tax benefit from share based
paymenis re employee options

Cost of share based payment
Exercise of employee options
At 30 June 2005

Profit for the period

Exercise of employee options
Cost of share based payment
At 30 June 2006

Foreign Currency

Cotodod  igriion | SoolseFaly Al rogeniy
$000 $000 $000 $000 $000
73,633 1,178 (26,666) 48,145
0 0 6,921 6,921
5,062 0 0 5,062
0 0 634 0 634
0 0 582 0 582
0 (3.153) 0 1] {3.153)
623 0 0 0 623
79,318 (3,153) 2,394 (18,745) 58,814
0 0 0 8,656 8,656
1,641 0 0 0 1.641
0 1,977 0 0 1,977
0 0 218 0 218
80,959 (1,176) 2,612 {11,089) 71,306
Coibaod - Erporee Ao e
$0c0 $000 $000 $000
73,633 1,178 (25,517) 49,294
0 0 (804) {804)
5,062 Q 0 5,062
] 634 0 634
0 h82 0 582
623 0 0 623
798,318 2,384 (26,321) 55,301
0 0 {75) (75)
1,641 Q Q 1,641
0 218 0 218
80,958 2,612 (26,396) 57175
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NOFES Tio THE FlNANClAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2006 J
|
|
l
|
|

o o |

'Tre Ilnancnal repori of Redilex Holdings Limited for the year ended 30 June 2006 was authorised for issue in accordance with a resolution of directors on &
Seplember 2006. ‘ |

Redf ex Holdings Limited|is a g?mpany limited by shares incorporated in Australia whose shares a‘re publicly traded on the Australian Stock Exchange.

T

Ex
|
iTI‘Tz nature of the operations and principal activities of the Group are described in Note 3. J 1
|‘ | .
i ! |
; | |
I |
|
|
|

|
|
'

i
! .
| | .
,NOTE 2 i SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
.

,(a? Basis of Preparaitlon

1 |
1 |
| !
. |
|
i

h|s flnanma1 repon is a general-purpose financial repor, which has been prepared in accordance with the requirements of the Corporations Act 2001, and
IAJSIII'H!Ian Acpomung standards The financial report has been prepared in Australian doliare and on a historical cost basis, except ifor investment
opemes Iand and bwldlngs derivative financial instruments and available-for-sale financial assets that have been measured at fair value. The carmrying
'values of recogmsed assets and liabilities that are hedged with fair value hedges are adjusted to[record changes in the fair values attnbutabre to the risks

that Ere belng hedged ! 1 : ‘
| .

_'—"‘“"‘—

'D

he hnancsal report is presenled in Austratian dollars and all vatues are rounded 1o the nearest thousand dollars ($'000) unless otherwise stated under the
tlt‘:‘\ avaslable 1o the campany under ASIC class order 98/100. The company is an entity to wh:ch the class order applies.

§ .‘- | ' I
(|Statement of Compliance E |

|H | | |
I The \financial lreport corqphes wuth Australian Accounting Standards, which include Australian equwalems to International Financial Reportmg Standards
| (iAI-RS ). Compl:ance with . AIFHS ensures that the financial report, comprising the financial siatemems and notes thereto, complies with International

Financial Repomng S!andards:( IFRS"). .

Al

|
Thls is the first financial report based on AIFRS and comparatives for the year ended 30 June 2005 have been restated accordingly except for the adoption
01 AASB 132 Fmancra.’ lnstruments Disclosure and Presentation and AASB 138 Financial Instrumants: Recognition and Measurement. The company has
! adopled the exemptlon under AASB 1 First-time Adoption of Australian Equivalents to international Financial Reporting Standards from hawng 10 apply AASB

132°and AASB 139 to the comparative period. "

QK
ﬁeclgmcmauons of AIFRS equuty and prafit for 30 June 2005 to the balances reported in the 30 J‘June 2005 financial report and at transition to AIFRS are

de'talled in Note 26. i

i1 !
E:j(lc‘e"pt for the revised AASB 119 Employee Benefits {issued December 2005), Australian Accoumlng Standards that have recently been issued or amended

bl.h hre not yel effective have not been adopted for the annual reporiing period ending 30 June 2006:
! l

il f
! |
|

|
il i | |
-
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NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2006

AASB Affected Standards Nature of change to Application Application
Amendment accounting policy date of date for
standard Group
2005-1 AASB 139: Financial Instruments; Recognition and No change 1o accounting 1 January 1 July 2006
Measurement policy required. Therefore no 2006
impact,
2005-5 AASB 1: First-time adoption of AIFRS , AASB 139: No change 10 accounting 1 January 1 July 2006
Financial Instruments: Recognition and Measurement policy required. Therefore no 2006
impact
2005-6 AASB 3: Business Combinations No change to accounting 1 January 1 July 2006
policy required. Therefore no 2006
impact
2005-10 AASB 132: Financial Instruments: Disclosure and No change to accounting 1 January 1 July 2007
Presentation , AASB101: Presentation of Financial policy required. Therefore no 2007
Statements , AASB 114: Segment Reporting , AASB 117: | impact
Leases , AASB133: Earnings per Share , AASB
13%:Financial Instruments: Recognition and
Measurement , AASB 1: First-time adoption of AIFRS ,
AASB 4: Insurance Contracts , AASB 1023: General
Insurance Contracts and AASB 1038:Life Insurance
Contracts
New standard AASB 7 Financial Instruments: Disclosures No change to accounting 1 January 1 July 2007
policy required. Therefore no 2007
impact

The following amendments are not applicable to the Group and therefore have ng impact.

AASB
Amendment

Affected Standard(s)

2005-2

AASB 1023: AASB 7 Financial Instruments: Disclosures

2005-4

AASB 1023: General Insurance Contracts

AASB 4; Insurance Contracts ,

AASB 1023: General Insurance Contracts ,

AASB 139: Financial Instruments: Recognition and
Measurement and

AASB 132: Financial Instruments: Disclosure and
Presentation

2005-9

AASB 4. Insurance Contracis , AASB 1023: General
Insurance contracts

ASB 139; Financial Instruments: Recognition and
Measurement and

AASB 132: Fimancial Instruments: Disclosure and
Presentation

2005-12

AASB 1038: Life Insurance Contracts and
AASB 1023: General Insurance Contracts

2005-13

AAS 25: Financial Reporting by Superannuation Plans

{c) Basis of Consolidation
The consolidated financial statements comprise the financial statements of Redflex Holdings Limited and its subsidiaries as at 30 June each year.

The financial statements of subsidiaries are prepared for the same reporing period as the parent company, using consistent accounting policies,
Adjustments are made to bring inio line any dissimilar accounting polictes that may exist.

All intercompany balances and transactions, including unrealised profits arising from intra-group transactions, have been eliminated in full. Unrealised
losses are eliminated unless costs cannot be recovered.

Subsidiaries are consolidated from the date on which control is transferred to the Group and cease o be consolidated from the date from which control is
transferred out of the Group.
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Slgnlﬂcant accounting Judgments, estimates and assumptions

lm‘lll |
]

Loy v o
Significant accounting estlmates and assumptions

Rl

A
_

lThe carryung amounls of cenaln assets and liabilities are often determined based on estimates and assumpnons of future events. The key estimates and

i aes%mptlons]that have a slgnmcant risk of causing a material adjustment to the carrying amoums of cerain assets and liabilities within t
 teporting period are: | | l

T |

! impairment of goodwilf and intangibles with indefinite useful lives l

T oo

I | I
i The IGlroup determlnes whether goodwill is impaired at least on an annual basis. This requires an estlmatlon of the recoverable amou
i generanng units to which the goodwnl is allocated. )

Wil k

f
I & assumptlons used in this estimation of recoverable amount and the carrying amount of goodwill are dlscussed in Note 14,

1

Slhare -based payment transaclnons

A

=5=

J
i
!
I
|
g ? |8 granted 3The fair value is ?etermlned by an external valuer using a binomial model, using the assumpllens detailed in Note 15.
| :
Th
i
1e

-

m's'and condmons upon whlch the instruments were granted, as discussed in Note 15.

! L j

|’ | ?

Property. Plant and Equlpment

3._

and equnpmem is stated.at cost less accumulated depreciation and any impairment in value.

1l
.

uritmure Fn}mgs and Other | 13-18% pa reducing balance
Computer Eqmpment l Straight line over a period of three years

ITIIaTt and Eqmpment i Straight line over a period of seven years
] e deprematlon rates are coTS|stent with the prior year,

o
113

*-*T!
=

E‘CI&(IOI“;JS calculated over the estimated useful life of the asset as folfows:

_I__.

he next annual

nt of the cash-

The Group measures the cost of equity-settled transactions with employees by reference to the lalr value ol the equity instruments at the date at which they

lGroup'measures the cos! of cash-settled share-based paymenits at fair value at the grant date using the Black-Scholes formula taking into account the

e carrylng value of plant and equipment are reviewed for impairment when events or changes |n circumstances indicate the camrying value may not be

fecoverable. )

e y

Fortan asset that does, not generate largely independent cash inflows, the recoverable amount is determined for the cash-genetrating u
l i

! ass'el belongs !
3| i ‘ ! :

- e e e

o their recoverable amount. - 1

ﬁlﬂré cash !lows are dlscouqted to their present value using a pre-tax discount rate that reflects current market assessmenis of the time
And the l’lSkS specific to the asset. i

mpairment losses are recogn_lsed in the income statement in the cost of sales line item.
i i

| ' . - i

I : : i
‘ g I
, [(D]ll| Forelgn Currency Translatlon

i
| ‘i' ' .
Both the functional and’ presenlallon currency of Redflex Heldings Limited and its Australian subsidiaries is Australian dollars (AUD).

|

assets and fiabilities de'nomlnaled in foreign currencies are retranslated at the rate of exchange rulmg at the balance sheet date.

L l L

’ﬁnﬂounts payable to and by the entities within the consolidated entity that are outstanding at lhe balance date and are denominated in fo
have been eonvened 10 local, currency using rates of exchange ruling at the end of the financiat year

A monetary'ltem ansmg under a foreign currency contract outstanding at the reportlng date where the exchange rate for the monetary ite

I
recogmsed as revenues and expenses for the year. '

nit 1o which the

flany such mchcanon exlsts and where the carrying values exceed the estimated recoverable amount, the assets or cash-generating units are written down
[}

Theirecoverable amount of plant and equipment is the greater of fair value less costs to sell and value in use. In assessing value in use, the estimated

value of money

|
Transactlons in foreign currencies are initially recorded in the functional currency at the exchange rates ruling at the date of the transaction. Monetary

re:gn currencies

m is fixed in the

g:'o'h't'ract is {iranslated al the exchange rate fixed in the contract. All resulting exchange rate dllferences arising upon settlement or|restatement are
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NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2006

Non-monetary items that are measured in terms of historical cost in a foreign currency are translated using the exchange rate as at the date of the initial
transaction.

Nen-monetary items measured at fair vale in a foreign currency are translated using the exchange rates at the date when the fair value was determined.

The functional currency of the overseas subsidiaries, Redilex Tralfic Systems Inc, Redilex Traffic Systems (California) Inc and Redflex Communication
Systerns Inc, is United States Doilars {US$).

As at the reporting date the assets and liabilities of these overseas subsidiaries are translated into the presentation currency of Redflex Holdings Limited at
the rate of exchange ruling at the balance sheet date and the income statements are translated at the weighted average exchange rates for the year.

The exchange differences arising on the retranslation are taken directly to a separate component of equity.

On disposal of a foreign entity, the deferred cumulative amount recognised in equity relating to that particular foreign operation is recognised in the income
statement. Borrowing costs are recognised as an expense whean incurred.

(9) Goodwill

Goodwill acquired in a business combination is initially measured at cost being the excess of the cost of the business combination over the Group's
interest in the net fair value of the acquirer's identifiable net assets, liabilities and contingent liabilities.

Following initial recognition, goodwill is measured at cost less any accumulated impairment losses.
Goodwill is not amortised.
Goodwill is reviewed for impairment, annually, or more frequently if events or changes in circumstances indicate that the carrying value may be impaired.

As at the acquisition date, any goodwill acquired in a business combination is allocated o each of the cash-generating units, or groups of cash generating
units, expecied to benefit from the combination's synergies, irrespective of whether other assets or liabilities of the Group are assigned to those units or
groups of units. Each unit or group of units to which the goodwill is so allocated:

. represents the lowest level within the Group at which the goodwill is monitored for internal management purposes; and

+ s not larger than a segment based on either the Group's primary or the Group's secondary reporting format determined in accordance with
AASB 114 Segment Reporting.

Impairment is determined by assessing the recoverable amount of the cash-generating unit io which the goodwill relates. Where the recoverable amount
of the cash-generating unit is less than the carrying amount, an impairment loss is recognised. Where goodwill forms part of a cash-generating unit and
part of the operation within that unit is disposed of, the goodwill associated with the operation disposed of is included in the carrying amount of the
operation when determining the gain or loss on disposal of the operation. .

Goodwill disposed of in this circumstance is measured on the basis of the relative values of the operation disposed of and the portion of the cash-
generating unit retained.

Impairment losses recognised for goodwill are not subsequently reversed.

(h) Research and Development Costs
Research costs are expensed as incurred.
Development expenditure incurred on an individua! project is carried forward when its future recoverability can reasonably be regarded as assured.

Following the initial recognition of the development expenditure, the cost model is applied requiring the asset to be carried at cost less any accumulated
amortisation and accumulated impairment losses.

Any expenditure carried forward is amortised over future periods based on expected future sales from the related project.

The commencement date for amortisation is the date of commissicning the product. Internally generated development costs are determined to have a
finite life and are amortised over a 10 year period on a straight line basis.

The carrying value of development cosis is reviewed for impairment annually when the asset is not yet in use, or more frequently when an indicator of
impairment arises during the reporting year indicating that the carrying value may not be recoverable.

Page 36



AAlriie WD SV £ 10 i i
|

' s ! i |

Dl | | |
'NOTES TO THE FlNANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2006

] !

|

I

|
mpalr’ment of ﬂnancla‘I assets I i

(

il
Tlrp > [Broup has elected to apply the option available under AASB 1 of adopting AASB 132 and AASB 139 from 1 July 2005. Qutlined below are the general
ac 6 nting polrcres for rade and other receivahles applicable for the years ending 30 June 2006 and 30 June 2005.

C
I P
ccounting p?)h'cr'es applicabig for the year ending 30 June 2006

] !
he Group as;sesses at elach balance sheet date whether a financial asset or group of financial assets is impaired.

[ ' "
Financial assets carned at amortised cost |

-‘-.\___—r__b_.._._

=—

thﬁf.e is objectrve evidence 1har an impairment loss on loans and receivables carried at amortised cost has been incurred, the amount of the loss is
Easured asjthe d|fference between the asset's carrying amaunt and the present value of esrrmated {uture cash flows (excluding future credrt losses that
ave not been incurred) drscounted at the financiat asset's original effective interest rate {i.e. the eﬁecrrve interest rate computed at initial recognition). The

arri;rng amoum of the aSset is reduced either direcily or through use of an allowance account., The amount of the loss is recognised in prom or loss.

he}lGroup flrlil assesses wherher objective evidence of impairment exists individually for financial assets that are individually significant, and individually or
collectrvely for financial assets that are not individually significant. If it is determined that no objectrve evidence of impairment exists for an individually
' assessed frnancnal asset whether significant or not, the asset is included in a group ol financial assets with similar credit risk charar:terlsrlcs| and that group
'; at lfinancial assets is collectively assessed for impairment. Assets that are individually assessed for impairment and for which an impairment loss is or
! o'on{rn'ues to be recognrs'ed are not included in a collective assessment of impairment.

1

If’! rrlrlelr subsequent penod the amount of the impairment loss decreases and the decrease can be related objectively 10 an event occurnng after the

' |mpa|rmen1 was recognrsed the previously recognised impairment loss is reversed. Any subsequent reversal of an impairment loss is recogn:sed in profit
or(Ioss 16 the extent thar the carryrng value of the asset does not exceed its amortised cost at the' reversal date.

|

{ |
r') Financial asse!s carried af cost l

=g :'T.E =

==

rhlere is obrectrve evrdence that an impairmeni loss has been incurred on an unquoted equity rnsirument that is not carried at fair value (because its fair
alug [cannot be reliably measured) or on a derivative asse! that is linked to and must be settled by delivery of such an unguoted equrtylrnstrumem the

maunt of the loss is rneasured as the difference between the asset’'s carrying amount and the p'resent value of estimated future cash flows discounted at

Al ]
+ the Current market rate of return for a similar financial asset. I |

4 “' i |
Accounting po.'r'cr‘as eppr'icab!e for the year ending 30 June 2005 !

I

_—__-.\_

m:c

|
-Elzﬁ’ .urrem financiat assets refer to Note 2 (k) for the impairment accounting policy. For non- current financial assets refer to Notes 2 (e}, (g) and (h} for the
iy iirment accounnng polrc:y1 |

!

)] Inven;'orles I

1
. i b .
ventories are valued at the lower of cost and net realisable value.

0 Ir: incurred in bringing each product to its present location and condition are accounted for as follows:
R N ‘ ]

| i . o .

I e Haw Materials - pur‘chase cost on a first-in-first-out basis; and | ! ’

| i
I 4 [ o Work-rn -progress 1cost of direct material and Jabour and a proportion of manutacturing overheads based on normal operating capacity but
|| . excludrng borrowrng costs, and |

(W A Infrastructure Components - Components held for resale or conversion into fixed in- ground mstallauons for traffic contracts are carried at cost.
| The conversion of llhese compenents (o property, plant and equipment occurs at the pornt newly contracted sites are comrnnssroped

Vllelrl Irlealisable value is the estrmared selling price in the ordinary course of business, less estlmaled costs of completion and the estimated costs necessary

0 Make the 'sale. ‘
!

4

|

|
|
Lo
|
|
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NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE-2006

{k) Trade and other recelvables

The Group has elected 10 apply the option availabie under AASB 1 of adopting AASB 132 and AASB 139 from 1 July 2005. Qutlined below are the general
accounting policies for trade and other receivables applicable for the years ending 30 June 2006 and 30 June 2005. ’

Accounting policies applicable for the year ending 30 June 2006

Trade receivables, which generally have 30-60 day terms, are recognised and carried at original invoice amount less an allowance for any uncollectible
amounts.

An allowance {or doubtiul debls is made when there is cbjective evidence that the Group will not be able to collect the debts. Bad debts are written off
when identified.

Accounting policies applicable for the year ending 30 June 2005

Trade receivables were recognised and carried at original invoice amount less a provision for any uncoilectible debts. An estimate for doubtful debts was
made when the collection of the iull amount was no longer probable. Bad debis were written off as incurred.

n Cash and cash equivalents

Cash and shori-term deposits in the balance sheet comprise cash at bank and in hand and short-term deposits with an original maturity of three months or
less.

For the purposes of the cash tlow staterent, cash and cash equivalents consist of cash and cash equivalents as defined above, net of outstanding bank
overdrafts.

(m) Interest-bearing loans and borrowings

The Group has elected io apply thé option available under AASB 1 of adopting AASB 132 and AASE 139 from 1 July 2005. Outlined below are the refevant
accounting policies for interest-bearing loans and borrowings applicable for the years ending 30 June 2006 and 30 June 2005.

Accounting policies applicable for the year ending 30 June 2006
All loans and borrowings are initially recognized at the fair value of the consideration received less directly attributable transaction costs.
After initial recognition, interest-bearing loans and borrowings are subsequently measured at amortised cost using the effective interest method.

Gains and losses are recognized in profit or loss when the liabilities are derecognized,

Accounting policies applicable for the year ending 30 June 2005
All loans wera measured at the principal amount. Interest was recognized as an expense as it accrued.
Bills of exchange and promissory noies were carried at the principal amount plus deferred inierest.

Debentures were carried at the present value of the liability being the principal amount less debenture discount. Interest was recognized on an effective
yield basis.
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|
, |
| |
!

|(n) ! Provlsions

|
I
Provisions are recognrsed when the Group has a present obligation (legal or constructive} as a result of a past event, it is probable than an outllow of

IO LTH]

resoulrces embodying economic benems will be required to settie the obligation and a reliable estlmate can be made of the amount of the obllganon

1
Wheﬁe the Group expects some or all of a provision 1o be reimbursed, for example under an msyrance coniract, the reimbursement is recognrsed asa
separate assel but only when the reimbursement is virtually certain. The expense relating to any provision is presented in the income staternent net of any

b
.rermbursemem

M |

I1|lhe effect of the time value of money is material, provisions are determined by discounting the expecred future cash flows at a pre-tax rate that reflects
current market assessments of the time value of money and where appropriate, the risks specific te the liability.

R

. r
re|discounting is used, the'increase in the provision due to the passage of time is recognised as a finance cost.

‘.'D

|- |

i

. (o) Leases

.The determlnauon of whether an arrangement is or coniains a lease is based on the substance of the arrangemeni and requires an assessment of whether
thle ! flilfillment oi the arran'gemem is dependent on the use of a specific asset or assets and the arrangemenl conveys a right to use the assel,

' i

ﬁrln!air:ce Iease’s which transfer to the Group substantially all the risks and benefits incidental }e ownership of the leased item, are capnahsed at the
|nrn;ept|on of the lease at the fair value of the leased property or, if lower, at the present value loi the minimum lease payments. Lease payments are
|appqmoned between lhe finance charges and reduction of the lease liability so as to achieve a constant rate of interest on the remaining |batance of the
I|ab|I|ty Flnar;ce charges are charged directly against income. ‘

Capitahsed Ieased assets are deprecrated over the shorter of the estimated useful life of the asset Ior the lease term.

LI

j I .
Leasle‘s where the IessorI retarns substantially all the risks and benefits of ownership of the asset are classified as operating leases. Initial direct costs
mcurred in negotlallng an operatrng lease are added to the carrying amount of the leased asset and recognised over the lease term on the|same basis as

r]e lédse income.
I

I
et ing lease payments are recognised as an expense in the income statement on a stranght -line basrs over the lease term. Lease incentives are

rg E:ugnrsed m:the income slaterment as an integral part of the total lease expense.
l |
Tk ' 3

3

|
(P ‘ Emplo‘yee Benefits r
|

4]
g
m.__

i !

! 1 .
Wi g'el.', salarrles, annual leave I:-Jm:i sick leave
L|Iabllmes for wages and saranes including non-monetary benetits and annual leave are recognrsed in other payables in respect of empioyeles' services up

Nkl

o the repomng date. They are measured at the amounis expected to be paid when ihe liabilities are settled.

i | |

| ”"ng Serwce Leave
I I

”“ |ab|I|ty for long service Ieave is recognised in the provision for employee benefits and measured as the present value of expected futu|re payments 1o
! ¢ a}de in respect of servrces provided by employees up ic the reporting date using the pro;ected unit credit method. Consideration is given io expected
 flture wage and salary levels, experience,of employee departures, and periods of service. Expelcted future paymentis are discounted using market yields

| Jen

at thﬁ: repomng date on nauonal government bonds with terms to maturity that match, as closely as possible, the estimated future cash outflows.

I - ! - I
A | j
|
r

;QT

.|v |

1 Share/Based payment transactions

|)

: i

Thle Group priovrdes beqefns to employees, including directors, of the Group in the form of share-| based payment transactions, whereby employees render
rvices in exchange forlshares or rights over shares {equity-settled transactions). |

i
' The cost of these equity- senled transactions with employees is measured by reference to the fair value at the date at which they are granted. The fair value

g d's'.-:errnlned by an externat valuer using a Black Scholes model.
| | I'

| In va1urng equity-settled transalcnons‘ no account is taken of any performance conditions, other than conditions linked to the price of the shares of Redflex
1 ’ \

Heldmgs lened

AN

The fair value is recognised, togelher with a corresponding increase in equity, over the period lnlwhich the performance conditions are fulfilled, ending on

"|e t?s‘ne on which the reievant’ employees become fully entitled to the award {“vesting date").
i

i

]
i

] :l
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NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2006

The cumulative expense recognised for equity-settled iransactions at each reporting date until vesting date reflects (i) the extent to which the vesting
period has expired and (ji} the number of awards that, in the opinion of the directors of the Group, will ultimately vesi. The opinion is formed based on the
best available information at balance date. No adjustment is made for the likelihood of market performance conditions being met as the effect of these
conditions is included in the determination of fair value at grant date.

No expense is recognised for awards that do not ultimately vest, except for awards where vesting is conditional upon a market condition,

Where the terms of an equity-settled award are modified, as a minimum an expense is recegnised as if the terms had not been modified. In addition, an
expense is recognised for any increase in the value of the transaction as a result of the modification, as measured at the date of modification.

Where an equity-settled transaction is cancelled, it is treated as if it had vested on the date of cancellation, and any expense not yet recognised for the
award is recognised immediately. However, if a new award is substituted for the cancelled award, and designated as a replacernent award on the date
that it is granted, the cancelled and new award are ireated as if they were a modification of the original award, as described in the previous paragraph.

The dilutive effect, it any, of outstanding options is reflected as additional share dilution in the computation of earnings per share.

i

(r» Revenue ,
Revenue is recognised io the extent that it is probable that the economic benefits will flow to the Group and the revenue can be reliably measured.

The following specific recognition criteria must also be met before revenue is recognised:

Ravenue from Sale of Goods and Services-

Revenue irom sale of goods is recognised when the significant risks and rewards of ownership of the goods have passed to the buyer and can be
reasonably measured. Revenue on certain fixed price contracts where the Group provides systems development integration and installation services are
recognised over the contract term based on the percentage of completion. The percentage of completion methedolegy is used where the contract
outcome can be reliably measured, control of a right to be compensated for the services has been attained and the stage of completion can be reliably
measured. Under this method, revenue recognised is measured by the percentage of costs incurred 1o date to total estimated costs for each contract.
Siage of completion is measured by reference to the material costs and labour hours incurred to date as a percentage of total material costs and
estimated labour hours for each contraci. Where the contract outcome cannot be reliably measured revenue is recognised only to the extent that costs
have been incurred and are recoverable.

Revenue from fee for service contracts -

Revenue in the United States is principally derived from fees and traffic citations issued in furisdictions where the company's equipment is located.
Revenue is recognised when a traitic infraction is recorded by the company’s equipment in various jurisdictions. The company records an allowance on
revenues based on historical collection rates and citation enforceability.

Additional revenue in the United States is derived from the sale of photo enforcement equipment to municipal governments under fixed contracts.
Revenue on these equipment sales is recorded when delivery of the system occurs.

Deferred Revanue

Certain company’s sales include the sale of equipment combined with the provision of services for a period not exceeding one year, Revenue is
recognised based on a commercial equipment sales margin and service revenue is deferred and recognised over the period of service. Deferred revenue
principally represents payments received for which services remain to be provided. Amounts are recognised as revenue when service has been provided.

interest revenue

The Group has elected 1o apply the option available under AASB 1 of adopting AASB 132 and AASB 139 from 1 July 2005. Outlined below are the relevant
accounting policies for interest income applicable for the years ending 30 June 2006 and 30 June 2005.

Accounting policies applicable for the year ending 30 June 2006

Revenue is recognized as interest accrues using the effective interest method. This is a method of calculating the amortised cost of a financial asset and
allocating the interest income over the relevant period using the effective interest rate, which is the rate that exactly discounts estimated future cash
receipts through the expected life of the financial asset to the net carrying amount of the financial asset.

Accoufrting policies applicable f,or' the yaar ending 30 June 2005

Revenue is recognized when the Group's right to receive payment is established.
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| . !
f
f

=ferred income tax is provrded on all temporary differences at the balance sheei date between the tax bases of assets and liabilities and
Hounts for hnancral reporting purposes ‘

il

aterred income tax liabi ities are recognised for all taxable temporary differences except: 1

‘ b
Deferred |ncome tax assets are recognised for all deductible lemporary differences, carry fon.vard of unused tax assets and unused tax
n that it is! ‘probable that taxable profit will be available against which the deductible temporary dlfterences and the carry-torward of unu

N
! |
ncome Tax |
|
! . . I

0 the taxation

ties, The tax rates|and tax laws used to compute the amount are those that are enacted or substantively enacted by the balance sheel date.

f

combrnatron and at the time of the transaction, affects neither the accounting profit nor laxable profit or loss; or

f |
when the taxable tempnrary differences associated with investments in associaies, subsidiaries ‘and investments in joint ventures,

the timing of thhe reversal of the temporary differences can be controlled and it is probable that the temporary dilferences will not:
foreseeable futbre. 1

Unused tax losses can be Utilized, except:

their carrying

l
when the deferred |r|come tax liability arises from the initial recognition of goodwill or an asset or liability in a transaction that is not a business

except where
reverse in the

losses, to the

sed tax assets

! |
when the deferred income tax asset relating to the deductible temporary differences arises from the initial recognition of an asset

case a deferred tax asset is only recognised to the extent that it is probable that the temporary difference will reverse in the fore
and taxable protrt erI be available against which the temporary difference can be utilised.

e
akabie profit erI be available io allow all or part of the deferred income tax asset to be utilized.

U

Auns eco

J

le profit v 3vrt| allow thé defefred tax asset to be recovered. '

Il

or liability in a

transaction that is not a business combination and, at the time of the transaction, affects neither the accounting profit or taxable profrt or loss, or;

when the deductuble|temporary difference is associated with investments in assocratesf subsidiaries and investments in joint veniures, in which

seeable future

carryrng arnount of deferred income tax assets is reviewed at each balance date and reduced to the extent that it is no longer probable that sufficient

i b
gnised deferred income tax assets are reassessed at each balance date and are recognised to the extent that it has become probable that future

lDeterred |ncome tax assets and liabilities are measured at the tax rates that are expected to apply to the year when the asset is realised or the liability is

tsettledf based on tax rates (and tax laws) that have been enacted or substantively enacted at the balance sheet date.

iy

Deferred tax assets and deferred tax liabilities are offset only if a legally enforceable right exists to set off current tax assets against current ta

g e

|the deferred tax assets and liabiliies refate 1o the same taxable entity and the same tax autherity. | * i

{Income taxes relatlng 1o [ems riecognlsed directly in equity are recognised in equity and not in profit or loss.

't Other Lraxes

i
Les, expenses and assets are recognised net of the amount of goods and services tax (GST) except

+

|

1
|
|

x liabilities and

‘|Ha eIT
' ¥
i i 1o When the GSTjincurred on a purchase of goods and services is not recoverable from the taxatron authority, in which case the GST is recognised
| ‘ l' as part of the c|ost ofiacquisition of the asset or as part of the expense ilem as appllcable and;
, I‘. Hecervables erl'rd payables are stated with the amount of GST included. '
A
,:rmia }Tﬁ[ amount of GST recoverable from, or payable to, the taxation authority i is included as part of receivables or payables in the balance sheet.
I I
- Cash flows are included in the cash flow statement on a gross basis and the GST component of cash flows arising from investing and financing activities,
15
'“lT c:,tl'fi 5 recoverable from, or payable to, the taxation authority, are classified as operating cash flows.
[ i
r!Co*nmitmente;and contingencies are disclosed net of the amount of GST recoverable from, or payable 1o, the taxation authority.
i ; I [l
I i |
I 1 Ha [
| (rl)} Tax Consolldailon ' i
' rl L .
!Flgjr tll;]e purposes of income taxation, the directors of Redflex Holdings Limited and its 100% Australran owned subsidiaries have formed a tax consolidated
|grgulp.from 1 Juty 2003, LMembers of the group have entered intc a tax sharing arrangement in owrder to allocate income tax expense to the wholly owned
Ubsidiaries on a prorata basis. In addition, the agreement provides for the allocation of income; tax liabilities between the entities should the head entity

I )

d fal utt on its tex payment obfrdatrons
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NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2006

(v) Derecognition of flnancial assets and financial liabilities

The Group has elected to apply the option available under AASB 1 of adopting AASB 132 and AASB 139 from 1 July 2005. Qutlined befow are the relevant
accounting policies applicable to the derecognition of financial assets and financial liabilities for the years ending 30 June 2006 and 30 June 2005.

Accounting policies applicable for the year ending 30 June 2006

(i} Financial assets
Afinancial asset (or, where applicable, a part of a financial asset or pant of a group of similar financiat assets) is de-recognised when:
+« therights o receive cash flows from the asset have expired;

e the Group retains the riéhl to receive cash flows from the asset, but has assumed an obligation to pay them in ull without material delay to a
third party under a ‘pass-through’ arrangement; or

. the Group has transferred its rights to receive cash flows from the asset and either (@) has transferred substantially all the risks and rewards of
the asset, or (b) has neither transterred nor retained substantially all the risks and rewards of the asset, but has transferred control of the asset.

When the Group has transferred its rights to receive cash flows from an asset and has neither transferred nor retained substantially all the risks and
rewards of the asset nor iransferred control of the asset, the asset is recognised to the extent of the Group's continuing involvement in the asset.
Continuing invotvement that takes the form of a guarantee over the transferred asset is measured at the lower of the original carrying amount of the asset
and the maximum amount of consideration received that the Group could he required 10 repay.

When continuing involvement takes the form of a written andfor purchased option (including a cash-seitted option or similar provision) on the transferred
asset, the exient of the Group's continuing invalvement is the amount of the transferred asset that the Group may repurchase, except that in the case of a
written put option {including a cash-settled option or similar provision) on an asset measured at fair value, the extent of the Group's continuing involvement
is limited to the lower of the fair value of the transferred asset and the option exercise price.

(if) Financial liabilities
A financial liability is derecognised when the obligation under the liability is discharged or cancelled or expires.

When an existing financial liability is replaced by ancther from the same lender on substantially different terms, or the terms of an existing liability are
substantially modified, such an exchange or modification is treated as a derecognition of the original liability and the recognition of a new liability, and the
difference in the respective carrying amounts is recognised in profit or loss.

Accounting policies applicable for the year ending 30 June 2005

(i) Financial assets
A financial asset was derecognised when the contractual right to receive or exchange cash no longer existed.
{ii) Financia! liabilities

A financial liability was derecognised when the contraciual obligation to deliver or exchange cash no longer existed.

{(w) Borrowing Costs

Borrowing costs are expensed as incurred.

{x} Government grants

Government grants are recognised when there is reasonable assurance that the grant will be received and all attaching conditions will be complied with,
When the grant relates to an expense item, it is recognised as income over the periods necessary to match ithe grant an a systematic basis to the costs
that it is intended to compensate.

When the grant relates to an asset, the fair value is credited 1o a deferred income aceount and is released to the income statement over the expected
useful life of the relevant asset by equal annual instalments.
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!(y Derivatlve financial Instrumenls and hedging |
I
|

2

tlrla Group has elected to apply the option available under AASB 1 of adopting AASB 132 and AASB 739 from 1 July 2005, Outlined below are the general
accoummg pohcres for derrvauve financial instruments and hedging applicable for the years encimg 30 June 2006 and 30 June 2005.

il

ccaunrrng policies apphcable for the year ending 30 June 2006

LR |

|
iT [] Group uses derlvatrve fmanmal instruments such as forward currency to hedge its risks associated wrth foreign currency fluctuations. Such derivative
flnen's:lal |nstruments are |n|t|ally recognised at fair value on the date on which a derivative contract is entered into and are subsequently remeasured 1o fair
Wvalug! |Derivatives are carried as assets when their fair vaiue is pesitive and as liabilities when their|fair value is negative.

LI

[Any galnSrUr Iosses arlsmg ironi'\ changes in the fair value of derivatives, except for those that qual fy as cash flow hedges, are taken directly|to net profit or
|Ioss or the year :

\
|
ITITe fair value lof forward Turrency contracts is calculated by reference to current forward exchangel
\
For rhe purposes of hedge accPuntrng hedges are classitied as: |
I

\ o
. farr;value hedges when they hedge the exposure to changes in the fair value of a recognised asset or liability;

rates for contracts with similar maturity profiles.

\ f
. cash flow hedges when they hedge exposure to variability in cash flows thatis attributable efther to a particular risk associated wrth a recognised
essiet or liability or to a forecast transaction; or
1 | I
. hedges of anet |nvestment in a foreign operaticon, J

ge of the foreign currency risk of a firm commitment is accounted for as a cash flow hedge. ‘

\
nceptron of a hedge relationship, the Group formally designates and documents the hedge relationship 10 which the Group wigshes to apply hedge

A hedqg
j mr i

Iaccountlng and the r|s|-<|i management objective and strategy for undertaking the hedge. The documentation includes identification of the hedging

m%strt'?men[ the hedged qem of transaction, the nature of the risk being hedged and how the entlty will assess the hedging instrument's effecuveness in

loﬂse'tlmg the exposure to changes in the hedged item’s fair value or cash flows attributable tc the hedged risk. Such hedges are expected to be highly

;eﬁectl\fe in achrevrng offsettrngichanges in fair value or cash flows and are assessed on an ongeing basis to determine that they actually have been highly
leﬁectlve throughout the hnanmal reporting periods for which they were designated.

\
.H edges that meet the strrct crlterra for hedge accounting are accounted for as follows:
I o r
I
i J Cas|h tlow hedges } : r
I

|Cash flow hedges are hedges of the Group's exposure to variability in cash flows that is attnbutable to a particular risk associated with a rer.ogrused asset

'or; Ira'brhty or a‘hrghly probable forecast transaction and that could affect profit or loss. The effective portion of the gain or loss on the hedgrng instrument is
|recogn|sed dlrem?y in equrty whrle the ineffective portion is recognised in profit or loss.

|A|molur}ts taken to equrty are transferred 1o the income statement when the hedged transectron‘affects profit or loss, such as when hedged income or
(expenses are[recogmsed or when a forecast sale or purchase cccurs. When the hedged itern is|the cost of a non-financial asset or liability, the arounts

ita.k*en to equrty are transferred to the initial carrying amount of the non-financial asset or liability.

i

o) |
- (rlr)I Derivative ﬁnancr’a! r'ns!rumem‘s and hedging.
| .
1f Ithe forecast. transactror} is no Ionger expected to occur, amounts previously recognised in equﬁy are transferred to the income statement. | If the hegging
|rnstrument exprres or is Isold terminated or exercised without replacement or rollover, or if its desrgnatron as a hedge is evoked, amounts previously
,rrﬁcogrrsed in! equity remain mlequrty until the forecast transaction occurs. If the related transaction is not expected to occur, the amount|is taken to the
me statement.

e

| I l ounting policies applicable for the year ending 30 June 2005
' irl Il ‘

”“ G roup entere into for:rvaro exchange contracts whereby it agrees to buy or sell specified amounts of foreign currencies in the future at a prederermlned
| hange rald. The ob|ec1|ve is to match the contract with anticipated future cash flows from eales and purchases in foreign currencres to protect the

G'r'oﬂ;p against the possrbrlrty of loss from future exchange rate fluctuations. The forward exchange contracts are usually for no longer than 12 months.

| " |
|F| W3 Id exchenge contracts were recognised at the date the contract was entered inlo. Exchange gaing or losses on forward exchange contracts were
irecognrsed in‘net profit except those refating to hedges of specific commitments, which were deferred and included in the measurement of the sale or

oy 1

| pur rohase.

i 1
rward exchenge contracts I i

1
|
|
|
:
|
:

Page 43




NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2006

(z} Impact of adoption of AIFRS

The impacts of adopting AIFRS on the total equity and profit after tax as reported under previcus Australian Generally Accepted Accounting Principles
(AGAAP) are shown in Note 26. '

(aa) Earnings per share

Basic EPS is calculated as net profit attributable to members divided by the weighted average number of ordinary shares, adjusted for any bonus element
where applicable. Diluted EPS is calcutated as the net profit attributable to members, adjusted for costs of servicing equity, the after tax effect of dividends
and interest associated with dilutive potential ordinary shares that have been recognised as expenses, and other non-discretionary changes in revenue
and expenses during the period that would result from the dilution of potential ordinary shares divided by the weighted average number of ordinary shares
and dilutive potential ordinary shares, adjusted for any bonus element.

]

(ab) Contributed equlty

Ordinary shares are classified as equity. Incremeniat costs directly attributable to the issue of new shares or options are shown in equity as a deduction,
net of tax, from the proceeds.

(ac) Trade and other payables

The Group has elected to apply lh'e option available under AASB 1 of adopting AASB 132 and ASB 139 from 1 July 2005. Outlined below are the relevant
accounting policies for trade and other payables applicable for the years ending 30 June 2006 and 30 June 2005.
Accounting policies applicable for the year ending 30 June 2006

Trade payables and other payables are carried at amortised costs and represent liabilities for goods and services provided 1o the Group prior to the end of
the financial year that are unpaid and arise when the Group becomes obliged to make future payments in respect of the purchase of these goeds and
services.

Accounting policies applicable for the year ending 30 June 2005

Trade payables and other payables are carried at costs which is the fair value of the consideration 1o be paid in the future for goods and services received,
whether or not billed io the consolidated entity.

NOTE3 SEGMENT INFORMATION

The Group's primary reporting format is business segments and its secondary format is geographical segments.

The operating businesses are organised and managed separately according to the nature of the products and services provided, with each segment
representing a strategic business unit that offers different products and services different markets.

The Traffic division operates within two key markets, the USA and Australia. The USA Traffic business is predeminantly a Build Own Operate and Maintain
business providing fully outsourced traffic enforcement programs to cities and townships. The Australian and International Traffic business involves the
sale of traffic enforcement products to those markets.

The Communications business involves the sate of a variety of communication based solutions to world markets, often via USA based prime contractors.
This business has been treated as an operation classified as a disposal group held for sale as the current intent is that this business be divested.

The primary segmental split segregates the business units into revenue from recurring fee for service business and revenue related to the sale of goods
and services. The Corporate division represents the Group's Head Ofiice which is based in Melbourne, Australia.

All intersegment sales are made on an arms length basis and similar to transactions with third parties. Segment revenue, expense and result include
transfers between business segments which are eliminated on consolidation.
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Yaar ended 30 June 2006

| Buslness Segmants

Hlal vBnue

!
i
|
l

I
|
!

1
i

|
enue from sale of goods and

servlces ] extemnal customersI

L1k I3
' Flevenue from fee for servuce contracts

§ Inter-segment revenue

i
'Il'ﬁtal segrnenl revenue|
| Inter—{slegment ellmlnatuon

' Tgte'u Consolidated Revanue

|

l Earwngs Beiore Interest) T

Depreclatlon and: Amomsatlon

Depreclauon
Amolmsanon ‘
Sagment result

HY
! Unallocated expenses

R Proﬂt before tax and finance charges

Co g
Furance charges

Piroﬂt betore[lncoma tax
I Inccme ‘Tax Expense

Y ' Nt Profit for' the year |

|

ol

! fé gts and LJabIIItIes
\I S‘, gment assets

| e.lllclacated assels

i T assets

1

i

l
S., ment Ilabllmes
Unallocated iiabilities

iI
'I
il
|

=]
>3

. Other segment Information

RN
: E?F:"al expepdlture
Imﬁalrmem losses

| l i

n
|
|
l
F

=
f
|

I
perating results by business and geographical segments are as follows:

Disposal Total
Continuing Operalions ' group held
| for sale Operations
Australian
Corporate USA Traffic Traffic Total
$000 $000 $000 $000 $000 $000
| .
557 1,836 11627 14,020 17,502 31,522
0 40,120 o 40,120 0 40,120
0 0 11,509 11,509 0 11,509
557 41,956 23,136 . 65,649 17,502 83,151
o ] {11,509)
. 17,502 | 71,642
1
(3,022) 15,608 aloo | 16,686 6,920 23,606
| ‘
(30 {9,461) (253) {9,744) (303) {10,047)
0 0 (569) | {569) (786) {1,355)
(3.052) 6,147 3,278 : 6,373 5,831 12,204
' 0 0
5,831 12,204
; 121 {435)
: 5,952 11,769
} {1,769) {3,113)
i 4,183 | 8,656
0 75,338 181275 ’ 93,613 11,120 104,733
8,739 0 I o 8.739 0 8,739
8,738 75,338 18,275 . 102,352 11,120 | 113,472
i
0 31,803 4,001 ' 35,804 2,275 38,079
4,087 0 Lo 4,087 0 4,087
4087 31,803 aopr 39,891 2,275 42,166
! |
5 22,529 459 22,093 104 23,097
0 550 0 550 ] 550
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NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2006

Year ended 30 June 2005

Business Segments

Revenue

Revenue from sale of goods and
services to external customers
Finance income

Revenue from tee for service contracts
Inter-segment revenue

Total segment ravenue
Inter-segment elimination

Total Consolidated Revenue

Result

Earnings Before Interest, Tax,
Depreciation and Amortisation
Depreciation

Amortisation

Segment result

Unallocated expenses

Profit before tax and finance charges
Finance charges

Profit before income tax
Income Tax Expense

Net Profit for the year

Assets and Liabilities
Segment assets
Unallocated assets
Total assets

Segment fiabilities
Unallocated liabilities

Other sagment Information
Capital expenditure
impairment losses

Disposal Total
Continuing Operations group held .
for sale Operations
Australian
Comporate USA Traffic Traffic Total

$000 $000 $000 $000 $000 $000
0 2,328 5677 8,005 8,389 16,394
215 0 0 215 0 215
0 29,723 ; 29,723 0 29,723
0 0 9,176 9,176 0 9,176
215 32,051 14,853 47,119 8,380 55,508
0 {9,176)
8,389 46,332
(2,299) 14,831 1,494 14,026 2,325 16,351
{71 {5,843) (191} (6,105) (380} (6,485)
{0) {0) {487) (4B7) (701 {1,188)
(2,370} 8,988 818 7,434 1,244 8,678
0 0
1,244 8,678
{22) {321)
1,222 8.357
{367) {1,436}
855 6,921
0 53,865 8,770 62,635 12,738 75,373
9,125 0 0 9,125 0 9,125
9,125 53,865 8,770 71,760 12,738 84,498
0 16,468 2,577 19,045 1,120 20,165
5519 0 0 5519 0 5519
§,518 16,468 2,577 24 564 1,120 25,684
0 20,261 284 20,545 105 20,650
0 0 0 0 0 0
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l 0

| |

|
[

1

certain asset |nforrnat|or

1
| [ |
[
it

i}
?evenue |

stomers :
“’! li| \

i 1 |

|
Hﬂei!stegment sales
/' Segment reveriue

——_A..—‘_._

I
Segment assets

[

llinallocated assets
il It

tail assets

==
0=

Tapital exper .diture

Year ended 30 June 2

1|

Revenus |

‘ﬁeyenue frum sale of ¢
Iea)fternal customers

‘Flnance Income

Other revenue from ex
I i | i

iidlsposal group held fol

rlnter segment sales

‘Sogment revenue

1l

kbt
"Segment assels

r!Unlallocale(.;i assets
Tﬁﬁ‘ assetls
Capital expenditure

ograpnical Segments

Year nded 30 June 2006

dlspb'sal group held for sale

Other segment |nlormat|on }
{
|

iCther segmant information

]

|

regardmg geographical segments for the years ended 30 June 2006 and 2005.

1
[

1

!

] S
Revenue from sale of ggods and services to external

N

Revenue from fee for service comracts

|
L!.ess revenue from operatlons‘classnmd asa

!

otal revenue from comlnumg operations

005

goods'and services to

|
1
[
!
|
|
\
|
|
|

\Revenue from fee for serwce contracis

ernal customers

Less revenue from operatlon‘s classified as a

rsale1

l otal revenue from contlnu[ng operations

!

1

|
|
I
|
1
|
|
|
]
|

consolldated entnyLs geographical segments are determined by the Group's assets and operatlons The following table represen

USA Australia Unallocated Total
$000 $000 © $000 $000
16,803 21 ,ee;;s 4,560 43,031
40,120 0 0 40,120
(11,811) { ,7213) © (3.968) (17,502)
45,112 16,945 592 65,649
! {11,509)
54,140
i
74,674 20,396 ' 0 104,070
0 9,402 0 9,402
74,674 38,798 0 113,472
29 529 51;33 Z 0 23,097
| ;
|
USA Australia Unallocated Total
$000 $000 . $000 $000
5,469 1 7,7;34 ' 2,367 25,570
{
0 : 215 215
29,723 ; 0 29,723
0 0 0
0 (8,389) f 0 (8,389)
35,192 9,345 ‘ 2,582 47,119
: (9,176)
: 37,943
53,865 19,592 0 73,457
0 9,485 o 9,485
53,865 29,077 0 82,942
20,261 3;89 0 20,650

is revenue and
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NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2006

NOTE4 REVENUE AND EXPENSES

Revenues and expenses from continuing operations

Sale of goods and services

Revenue from fee for service contracts
Management fees

Finance revenue

Tota! Revenue

Depreciation, amorisation and Impairment costs Included In

incoma staternent

Depreciation on assets in fee for service business

Depreciation of other assets
Amortisation of development costs
Impairment of Plant and Equipment

Employee benefits expense
Wages and salaries

Payroll Benefits

Contract Labour
Superannuation

Payroll Taxes

Share-based payment expense

Other Payroll related costs

Research and Development coslts
Expensed in administrative expenses

Consolldated Entity

Parent Company

A0 June 2006 30 June 2005 30 June 2006 30 June 2005
$000 $000 $000 $000
13,463 8,005 0 0
40,120 29,723 0 0
0 0 2,417 2238
857 215 529 170
54,140 37,843 2,946 2,408
9,461 5,887 0 0
283 218 30 74
569 487 0 0
550 0
16,526 17,244 667 622
1,556 765 B85 0]
2,044 2137 0 8
506 626 76 60
1,287 1,234 57 41
218 582 218 582
1,873 1,023 3 0
24,010 23,611 1,106 1,313
550 ¢ 0 0
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I|‘| |

nues and expenses from operatlons classifled as a disposal group held for

i
|
|

| é
|

of goods and services

+

l
Depreciation of other assets

”\I (Il

1

:‘!.

artisation |of development qosts

v

Emponee beneﬂ:s expense |

== =t
_n— — | —

Wages and slalanes
Payroll Benefits
ﬁontraci Labouar

=riannuait0n

Fl’iayroll Taxes,

b

Payron;related cos
| 1
i
I

|

18

+

alarch and Developll'nent costs
nsed in administrative expenses

'I | ! ?ciatlon amortisation and impairment costs included in income statement
\

Disposal Group held for sale

|
|
1
|
) 3000
|
|
[

30 June 2006 30 June 2005
$000

17,502 8,389

303 380

786 725
I
[

3,992 2,818

238 0

1,039 204

304 254

195 189

12 0

5,780 3,552

50 38

Page 49




NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2006

NOTE5 INCOME TAX

Major components of income 1ax'expense for the years ended 30 June
2006 and 2005 are: '

Income statement

Current Income Tax

Current Income Tax charge

Adjustments in respect of current income tax of previous years
Deferred Income Tax ’

Relating to origination and reversal of temporary differences
Income tax expense reported in income statement

A reconciliation of income tax expense applicable to accounting profit
before income tax at the statutory incomae tax rate to income tax
expensa at the Consolidated entity's effactive income tax rate for the
years ended 30 June 2006 and 2005 is as follows:

Accounting profit before tax from continuing operations
Profit before tax from operations classified as a disposal group held for sale

Accounting profit before income tax
|

1 .
At the statutory income tax rate of 30% (2005: 30%)

Adjustments in respect of current income 1ax of previous years
Impact of tax rate differential on foreign operations
Unrecognised tax losses brought {0 account

Research and Development concessions

Other )

At effective income tax rate of 26.5% (Parent: 30%) (2005: 17%, Parent
30%)

Income tax expense reported in income statement

Income tax attributable to operation classified as a disposal group held for
sale ‘

Consolldated Entity
30 June 2006 30 June 2005

Parent Company
30 June 2006 30 June 2005

$000 $000 $000 $000
2,614 253 (32} (95)
0 217 0 0
o 0 0 0
(1,270) 599 0 0
1,344 1,069 (32) {(95)
5,817 7,135 (i0o7) {899)
5,052 1,222 ) 0
11,769 8,357 (107} (899)
3,531 2,507 (32) (269)
0 217 0 0
235 167 o 0
{390) (1,236) D 0
(182) (219) 0 0
(81) 0 0 174
3,113 1,436 (32} (95)
1,344 1,069 {32) (95)
1,769 367 0 0
3,113 1,436 (32 (85)
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' | E Balance sheel Income Statement
: | : 2006 2008 2006 2005 |
| ; ; , $000 $000 $000 $000 |
I'.‘ITI'Wiﬁrrted Tax | | !
De ferred lncorne {ax at 30 June relates to the following: I
B¢ I
Nyl m ! [ : |
corﬁﬁouomeo o *
i l?afarred Tax lfabilities |
ﬁl\lf::lt:ﬁierated depremauon for tax purposes 4.543: 2,425 2418 2,425
Capﬁahsed development costs 1,024 2,283 {1.269) 2,293
Gros;s Deferred Tax Liabilities 5867, . 4,718
BT i
C-|0NSOLIDATED . :
Dﬁlfaﬁed lax assets t X f _
| |:|-ﬁst;zemployment benefits | 3331‘ 245 {88) {245)
P“rclwisnons 320 498 178 (498)
T!elixable prom on sale of (':ameras ahead of recognition in ihe accounts 1,900: 798 (1,102} (798)
.L?sses avauable for offseil agamst future taxable income 5.132} 3,725 (1.407) (2.578)
Glrp?ls Deferred Tax Assets ! 7,685 5,266
Daferred Tax/Cherge f | (1,270) 509
i H
| , |
#

Tlhe consohdaled entity has tax losses arising in Australia with a tax value of §Nil (2005: $141,000) that are available indefinitely for offset against 1axable
prlotlts[oi the companles in which the losses arose. The consolidaled entily has capilal losses arising in Australia with a tax vatue of $390,000 which have
been' recogmsed as a deferred tax asset. I

U I

|
The consolrdated entity also has tax losses arising in USA with a tax value of $5.132 million (2005: $3.725 million) that are available indefinitely for offset
‘agamst taxable profits of the co!mpames and in the country in which the losses arose. [

n IIl! i

|
All qu June 2006 there is no recognised or unrecognised deferred income tax liability (2005: $Nil) Ior taxes that would be payable on I:he unremitied
e:trnmgs of thé consolidated eritity’s subsidiaries, as the consolidated entity has no hiability for addmonal taxation should such amounts be remitted.

E : |
| l

"Tﬂx Consolldatlon ‘ 1

:JJ_'

edﬂex Holdings Limited{and its 100% Australian owned subsidiaries are a tax consolidated group eftective from 1 July 2003. Members of the group have
eqtle{ﬁd into a tax sharing amangement in order to allocate income tax expense 10 the wholly owned subsidiaries on a prorata basis. !ln addition the
agreement provides for the allocation of income tax liabilities between the entities should the head entity default on its tax payment obligations. At the
baiance date, rthe possubllny of default is remote. The head entity of the 1ax consolidated Group is Redflex Holdings Limited.

i
|

'
|

}
|
t
' |
! |
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NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2006

Tax effect accounting by members of the tax consolldated group

In preparing the accounts for Redilex Holdings Limited for the financial year ended 30 June 2006, the following amounts have been recognized as tax
consolidation contribution adjustments:

Parant company
30 June 2006 30 June 2005

$000 $000
Total increase to tax expense of Redflex Holdings Limied o 0
Total increase (reduction) (o intercompany assets of Redflex Holdings Limited 0 0
Total increase {reduction) to equity accounts of Redflex Holdings Limited 3,258 (664)

NOTE6 OPERATIONS CLASSIFIED AS A DISPOSAL GROUP HELD FOR SALE

Within the company's presentations of the 31 December, 2005 results, Redflex Holdings Limited announced the decision of its board of directors to divest
the operations of Redflex Communication Systems, a company that designs, integrates and installs voice and data communication systems ior the
commercial and defence markets, and is a separate business segment that is part of the Australian operations.

The board has decided that the Communications business will be divested to allow the full focus and resources of the company to be applied to the digital

Traffic camera photo enforcement business. The disposal of Redflex Communications Systems is currently being negotiated. As at 30 June 2006, Redflex
Communications Systems was classified as a disposal group held for sale.

The results for Redflex Communications systems for the year are presented below:

30 June 2006 30 June 2005

$000 $000
Revenue 17,502 8,389
Expenses {11,550) (7,167}
Profit before tax from operatlons classified as a disposal group held for sale 5,952 1,222
Income tax expense
- related to pretax profit {1,769) (367}
- related to measurement to fair value 0 0
Nat profit attributable to oparations classified as a disposal group held for sale 4,183 855
Cash Flow Information . 30 June 2006

$000
Net cash flow from operating activities 5,575
Net cash flow from investing activities (26)
Net cash flow irom financing activities (6,187)
Net cash outflow (638)
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z :

1S R ;

o
\ Nl

he[major classes of asseis and liabilities of Redflex Communications Systems Pty Ltd measured at the lower of carrylng amount and fair
vélilue less ctl)sts to seli as at 30 June 2006 are as follows:
! |
i E 1 30 June 2006
‘ i
{ | oS0
| |
(i i ! : Lo
Intalnglbles ' | : 5944
F’Iant‘ tnd Equipment ' F -
(11 0¥ | i
Inventory . : 2,517
i
lm?ﬁll?yments‘[‘ | 60
Trlelld'?;and otr;er receivables ! 1,657
| Clllash and casi.h equwaler'us { | 653
i Agsats cIasmf‘ ad as a dlsposal group held for sale } 11,120
. |
Il_lli?blimles | i
* Tlrlaildle:Credno[rs and Payables t108
i ﬁlsﬁlclrued L-ab:l‘mes } . 370
: ITlrcl)\inswns C,;urrent i 214
| 129

Prowsmns hilon Curren

T
! De’fi:.:fgrled Tax Liability . © 1.454

| ‘
l!.!ﬁt?.ihltlﬁs dirsctly assorlatad with non-current assets classified as a disposal 2275
g |c)up held 1or sale | !

'
J

I 1 i S
Netlassets attributable to op?ratlons classified as a disposal group held for sale 8,845
) \
}

.L'II'

{

[
| |
P_Ica_\lculate earnings per share for operations classified as a disposal group held for sale, the weighted average number of ordinary shares fer both basic

and diluted is as per the above table. The following table provides the profit figure used as the nuMmerator:
! 3 .
i ! ll . 30June 2006 30 June 2005
Al | i $000 $000

¢

Nél profit attnbutable to ordlnary equity hotders of the parent from operations

! ;ﬂalslsl;’r ied asIa dlSposal group held for sale 4183 855
H

Fi-lrﬁr lilaasm earntngs per share 4.81 cents 1.0t cents

$ For diluted earnings per share ' 4.70 cents (.96 cents

¢ |
!

e e e e e e

t
[
!
f
|
|
.i |
|
|
|
;
1

- e e e ——— o —
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NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2006

NOTE7 EARNINGS PER SHARE

Basic earnings per share amounis are calculated by dividing net profit for the year atiribuiable 1o ordinary equity holders of the parent by the weighted
average number of ordinary shares outstanding during the year.

Diluted earnings per share amounis are calculated by dividing the net profit attributable to ordinary shareholders by the weighted average number of
ordinary shares outstanding during the year adjusted for the effects of dilutive options not yet converted to shares.

The following reflects the income and share data used in the total operations basic and diluted earnings per share computations:

Consolidated
30 June 2006 30 June 2005

$000 $000
Net profit attributable to equity holders from continuing operations 4473 6,066
Profit attributable to equity holders from operations classified as a disposa! group 4183 855
held for sale .
Nat Profit attributable to equity holders of the parent 8,656 6,921
Net Profit attributable to ordinary shareholders of the parent for basic and 8,656 6921
diluted earnings per share ' '

Thousands Thousands
Weighted average number of ordinary shares for basic earnings per share 86,906 84,448
Effect of dilution - share options not yet converted to shares 2,135 5,048
Adjusted weighted average number of ordinary shares for diluted earnings per '
share 89,041 89,496
Weighted average number of converted, lapsed or cancelled potential ordinary 1 245 473

shares included in diluted earnings per share

There have been no other transactions involving ordinary shares or potential ordinary shares since the reporting date and before the completion of these
financial statements.
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| NOTE 8 | DIVIDENDS PAID AND PROPOSED
: i
Al ,
| There were n? dividends paid or proposed during the financial year {2005: Nil).
]
' I 1 ‘ . : . Consolidated
! Franking credit balance ! 30 June 2006 30 Jurie 2005
| ; : \ $000 $000
) | 0 , |
! TlhltaeI iamount of franking credus' available for the subsequent financial year are;
; -:ﬂialnking accfount balance as at the end of the financial year at 30% (2005: 30%) 253 0
i fralﬂking crefc:iiis that will arise’from the payment of income tax payable as at the end of the financial 3058 253
year ; ! .
1
{ i f:rea:Aking debits that will arise from the payment of dividends as at the end of the financial year 0 0
| i fralpking crec:':lils that will arise{from the receipt of dividends recognised as receivables at the repqrting ' 0 0
, data i ;
U o b
.l -llfialr!king credils thai the entity may be prevented from distributing in the subsequent year 0 0
,I Thls| amount of franking credna available for future reporting periods: . 3,511 . [ 2583
| ”nmpacl an the franking lac;count of dividends proposed or declared before the financial report was ' 0 ’ 0
‘| authorised for issue but hot recognlsed as a distripution to equity holders during the period
I HI | ! . 3,511 253
b ] 4 1
iI Thejtax rate a1 which proposed dividends will be franked is 30% (2005 — 30%). ‘
I i1 1
[ i !
| | ‘
Wk ‘ ‘ !
T 7 - i i
: NOTE9 | CASHAND CASH EQUIVALENTS | .
I |
0| [ — -
I| i 1 Consolldalated Parent Company
[ : |
i | | | 30 June 2008  30June 2005 30 June 2006 30 June 2005
'| | L | $000 $000 $000 $000
| Gach atbanicand n hanid ! 2666 | 3344 94 44
| Short:term deposits ! 6,898 5,000 5,695 5,000
: H S ! 11,564 | 8,344 5,789 5.044
, I(I:IT‘S[T at bank and in hand ean'ﬂs interest at floating rates based on daily bank deposit rates !
: .
| .°~.‘!.‘°f.‘ term deposns are made for periods between one day and three months depending on the immediate cash requirements of the consalidated entity,
| ande '
1

—
=
D,

air value of cash and cash eqguivalents is $11,564,000 (2005: $8,344,000).

—_— s

|
|
b
[
I
|
]
|
!
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NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2006

Consolidated Parent Company
30 June 2006 30 June 2005 30 June 2006 30 June 2005
$000 $000 $000 $000

Reconcltiation of Cash
For the purposes of the Cash Flow Statement, cash and cash
equivalents comprise the following ‘at 30 June:
Cash at bank and in hand 4,666 3,344 94 44
Short-term deposits ' . 6,898 5,000 5,695 5,000

11,564 8,344 5,789 5,044
Cash at bank and in hand relating to operations classified as a
disposal group held for sale 653 0 0 0

12,217 8,344 5,789 5,044
Reconciliation from the net profit after tax to the net cash l
flows from operations
Net Profit/(Loss) after Income Tax 8,656 6,921 (75) (804)
Non Cash Flow Items _
Depreciation Expense 10,047 6,485 30 74
Amertisation of Intangibles 1,355 1,229 0 0
Provision for Employee Entitlementls 580 (261) 26 7
Impairment PP&E and R&D 550 0 0 0
Share Based Payments 218 582 218 582
Change in Operating Assets and Liabllities
Decrease/(Increase) in Security Deposits 0 (183) 191 {242}
Decrease/(Increase) in Prepayments 143 158 18 337
Decrease/{Increase) in Recetvables - Non Current 0 0 (5,676) (3,972)
Decrease/(Increase) in Receivables - Current (3,720) {1,451) 187 0
Decrease/(Increase) in Inventories (1,524) {2,240) 0 0
Decrease/(Increase) in Deferred Tax Asset (2,421} (3,581) (7 {743)
Increase/{Decrease) in Deferred Revenue 267 (255) o} 0
Increase/(Decrease) in Deferred Income Tax Liability 2,602 4,504 0 2,078
Increase/(Decrease) in Provision for Taxation 3,005 252 3,005 253
Increase/(Decrease) in Payables 698 2,592 (188} 263
Net Cash from Operating Activities 20,446 14,752 (2,271) (2,180)
Disclosure of financing facilities s shown in Note 17.
Disclosure of non-cash financing and investing activities is shown in Note 17.
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NOTE 101 TRADE AND OTHER RECEIVABLES (CURRENT)

i ! Consclidated Parent Company

i 30 June 2006 30 June 2005 | 30 June 2006 30 June 2005
) : J $000 $000 | $000 $000

[ |Trade Recelvables o 11,858 9,251 | , 0 78
| P "rclslvrlsmn forxdoubtfuldébls ‘ (181) (124)1 o 0 0
it | - 11,677 9,127 | T o 78
h | -

| Htﬂﬂﬂecetyables A 1,061 1,808 | | | 93 878
| [Frovision fordoubiul debits (499) (1,231) | . 0 (676)
ml ’ - 562 s77] - 83 202
i - 12,239 o704/ -+ 93 280
!

i

i
. Lo . '
Trade receivables are non-interest bearing and are generally on 30 day terms .

\ | |

! .
i |
'
. .
[
]

NOTE 11/ INVENTORIES

| ! E

‘ j : i Consolidated I;?arent Company

%, ! 30 June 2006 30 June 2005  30.June 2006 30 June 2005

‘ § : j $000 $000 | $000 $000
I:I!I?\r Matena!s at cost ! 0 1,447 ‘ 0 0
Y\{ork l|n Progress —at cost | 3,290 4,000 0 0
Infrastructure Components - at cost 9,083 7,482 0 0
F]riol\!-lc ion for wrne down‘s, ! (524) (500} 0 0

; I - 11,849 12,519 | 0 0

1 b - -
r rastructure components represent items held to manufacture photo enforcement camera systems primartly for use within the business rather than for

12 Ik

esale

i
i
|

N i |

A
| NOTE 12| OTHER FIIJNIANCIAL ASSETS (NON-CURRENT)

¥ |
f : ¥ 1 Consolidated i:?arent Company
! _ j 30June 2006 30 June 2005  |30.June 2006 30 June 2005
! {. , $000 $000 $000 $000
! Gontroted entiies || 0 o | 37,754 68,746
! :P::rio[\!rlsllon ior non -recovery { 0 0 ' (1;5,485) {15,485}
| ﬁﬁhﬂeq Corpoliatlons o 0 784 . 0 784
: Provision forJ pon recovery -, 0 (784) 4] (784)

o 0

22,269 53,261

|
I
i
. }; i
!
!
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NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2006

NOTE 13 PROPERTY PLANT AND EQUIPMENT

Consolidated Parent Company
Plant and Fumniture & Computer Furniture & Computer

Year ended 30 June 2008 equipment other Equipment Total other Equipment Total

$000 $000 $000 $000 $000 $000 $000
At 1 July 2005, net of
accumulated depreciation 36,104 507 1,664 38,275 16 45 61
and impairment
Additions 20,799 535 1,763 23,097 6 4 10
Disposals (54) 0 0 (54)
Attributable to operation
classified as a disposal (237) (13) (39) {289) 0 0 0
group held for sale
Impairment (550} ' 0 0 (550) 0 0 0
Depreciation for the year {9.217) (184) (646} (10,047) (1 (19) (30)
Exchange adjustment 1,656 28 98 1,782 0 0 0
Al 30 June 2006, net of
accumutated depreciation 48,501 873 2,840 52,214 i1 30 41

and impairment

Al 1 July 2005
Cost 50,821 1,015 2,649 54,485 634 105 739

Accumulated depreciation

and impairment (14,717) (508) (985) (16,210) (618) (60) (678)
Net Carrying amount 36,104 507 1,664 38,275 16 45 81
At 30 June 2008

Cost 71,505 1,575 4,294 77,374 639 109 748
Accumulated depreciation

and impairment (23,004) (702 (1,454) {25,160) (628) (79) (707)
Net Camrylng amount 48,501 873 2,840 52,214 1 30 41

Impairment loss

The impairment loss of $550,000 represents the write-down of certain property, ptant and equipment to recoverable amount predominantly in Redilex
Traffic Systems Inc.

During the year cerlain camera systems installed in contracied cities within the USA were unable to generate revenue due to legislative and customer
constraints. The company considers the likelihood of an early resumption to revenue generating activities as low and has recorded an impairment loss
accordingly. '

The recoverable amount was based on value in use and was determined at the cash generating unit level, being USA Traffic. in determining value in use,
cash flows were discounted at 13% on a pre tax basis.

Leased assets
The camying value of plant and equipment held under finance leases and hire purchase contracts at 30 June 2006 is $1,136,000 (2005: $566,000).

Leased assets and assets under hire purchase contracts are pledged as security for the related finance lease and hire purchase liabilities, the amount
pledged is equal 1o ihe outsianding finance lease and hire purchase obligation as disclosed in Note 21.
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s

-
-
=8

Al
cumulated

depreclatlon !and
! I{np?irment !

! Additions
0

|
|

1

July 2004 net of

I
Ul;.

)] 4 l\als

it
S

change ad;uslment
l Al 30 dune 2005 net of

I

' accqmulated
daprec:atlon!

lh! || =
.

&I

' Il]I [I i

IIJl

and
|||

[]
DEprCI-’:lTIOn for the year,

lh! II |

.t Carrying amount

le 20014

_3_

ulated 'deprec iatio
irr;palrment
Carrying amount

D June 2005

4 §

".
[rnpalrment

J

ulated deprecnano

‘ended 30 June 20;)5
i

n

n

O
: !
i 1
|
.
E
1
. i‘
.
I {
\ !
|
\ |
! r
|-

I
|
}

Consolidated Parent Company
Plant and Fumiture & Computer Total Furniture & Computer Total
equipment other Equipment other Equipment
$000 $000 $000 $000 $000 $000 $000
26,187 186 927 27,300 224 30 254
19,135 525 990 .?0.650 5 31 36
{26) (@ @ | (37) {155) 0 (155)
(6,165) (126) (194) (6,485) - (58) (16) {74)
!
(3.027) (76) (50) {(3.153) . 0 0 0
T
36,104 507 1,664 38,275 16 45 61
[ |
35,237 783 1,720 57.740 793 105 898
{9,050) {597) (793) (19.440) (600) (a4) (644)
26,187 186 927 27,300 193 6t | 254
50,821 1,015 2,649 54,485 634 105 739
(14,7217) {508) (985) (1I6,210) (618) (60) | (678)
36,104 507 1,664 38,275 16 45 | 61
l
|
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NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2006

i

NOTE 14 INTANGIBLES

Year ended 30 June 2006

Consolidated Parent Company
Development Development
Costs Goodwill Total Costs Goodwill Total
$000 $000 $000 $000 3000 $000
At 1 July 2005, net of
accumulated
depreciation and 8,371 400 8,771 0 400 400
impairment -
Additions 5,280 0 5,280 0 0 0
Atiributable to operation t
classified as a disposal (5,944) 0 (5.944) 0 : 0 0
group held for sale (net) :
Amortisation for the year . (1,354) 0 {1,354) 0 0
Grant received (1,204) 0 (1,204)
Exchange adjustment ' 0 0 0
At 30 June 2006, net of
accumulated
depreclation and 5,148 400 5,548 0 400 400
impairment
At 1 July 2006
Cost ' 11484 200 11,884 0 400 400
Accumulated .
amortisation and (3,113) 0 (3.113) 0 0 0
impairment
Net Carrying amount ‘ 8,371 400 8,77 ) 0 400 400
At 30 June 2006 .
Cost ' 7,096 400 7,496 0 400 400
Accumulated ' ' .
depreciation and ' (1.947) 0 (1,947 0 0 0
impairment :
Net Carrying amount 5,149 400 5,548 o 400 400

Devetopment costs are capitalised at cost. This intangible asset has been assessed as having a finite life and is amortised using the siraight line method
over a period of 10 years. The asset is tested for impairment where an indicator of impairment arises.

An impairment loss of $33,000 was charged for continuing operations in the 2006 financial year. The impairment loss represents the write-down of certain
previously capitalised development costs in Redflex Traffic Systems Pty Ltd where recovery is now considered unlikely. The impairment loss has been
recognised in cost of sales in the Income Statement.

+
Prior to the process of disposal of Redflex Communication Systems Pty Lid, recoverable amount testing was performed, as there were several impairment
indicators present triggering the requirement to undertake recoverable amount testing.

The recoverable amount was based on fair value less costs to sell and was determined at the cash-generating unit level consisting of the Australtan based
assets of Redflex Communication Systems Pty Lid relating to the reportable Communications segment.

Government grants received in relation to development costs are offset against the expenditure incurred.
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e 1 '
|| - i ,
. ) ! :
S ' ] | '
| Year ended 30 June 2005
: % Consolldated Parent Company
' Development Development
; 1 | ‘ Costs Goodwill Total Costs Goodwlll Tolal
Nk i '1‘ P $000 $000 $000 | $000 $000 $000
| -
At Tuly 2004, net of accumu!ated | ‘
[ dlepiel‘:'at'oni N 6,813 400 1,213 ; 0 400 400
" Additons | 4,064 0 a064 0 0 0
Irnlpﬁn{nent i S 0 a 0 0 0 0
' G!rilalﬁlt fecenved : {1.294) 0 {1.299) . 0 0 0
AT mort sation ftor the year} | (1.212) 0 (1.212) 0 0 0
Al 30 June 2005, net of; |
( acey "'i'nulated1 depreciation 8.371 400 8,77 0 400 | 400
t 1
L.
| A ||I Huly 2004 .
, III " I : 8,714 400 9,114 0 400 400
{
Accumulated depremanon and ’ !
'iﬁfbéiﬂnem ’: | (1,90%) 0 (1901) 0 0 0
o : .
; Net lGarryln.amount 6,813 400 7,213 _ 0 400 400
Bl
t
/-’lxltuslo June 2005
(e ‘: f ! 11,484 400 11,884 0 400 400
-+ Accumulated deprec:atlon and| .
'Impallrment (3.113) 0 (3.1 1‘3) 0 0 0
Carrylng amount - 8,371 400 8,771 0 400 | 400
| : ‘ | |
| ‘l, } .
' :

Impairment testing of goodwill

Goodwm acqmred through busmess combinations has been allocated to the Australian Traffic business as the cash generating unit for impa|

il

rment testing.

|Gooqulll waslacqulred upon the acquisition of the business and busiress assets of Poltech Pty Lid in 2003 and is impairment tested on an annual basis.

|The gecoverab!e amountLof the Australian Traffic segment has been determined based upon a value in use calculation using cash flow pro

an fmanmal budgets approved by senicr management covering a five year period.

i
|

. Consolidated | Parent Company

i t l‘ Traffic Segment | Traffic Segment

i : 30 June 06 30 June 05 30 June 06 30 June 05
il |  $000 $000 $000 $000

‘Callrry!r'\g amdynt of goodwill 400 400 400 400

! i . N . .
ssumptions used in cash flow projections to undertake impairment testing of goodwill are:

the budgeted y’ear increased for marginal expected efficiency improvernents,
i ¥

The yield on a five ye?ar Government Bond rate consistent with external informational sources is utilised.

I Io Projected cash flows have been discounted by 13% (2005: 13%).
i ’ . .
l-: Revenue growl‘h has been forecast based on average historical rates. |
asis used to determine the value assigned to the materials and labour is the CPI forecast for Australia where resources are used.

|

e (.

Jecnons based

. Basis used to determine the value assigned io budgeted gross margins is the average gross margins achieved in the year immediately before
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NOTE 15 EMPLOYEE BENEFITS

Subsequent (o 30 June 2006 Redilex esiablished a Long Term Incentive Plan (LTIP) for executives. The LTIP was announced in July 2006 and the Rules
for Australian and United States executives are published on Redflex's website.

The LTIP is based on grants of Performance Rights which vest into shares on a 1 for 1 basis at no cost to the employee subject 1o satistaction of
performange hurdles. Settlement of the Performance Rights can be made in either cash or ordinary shares at the directors’ discretion,

The performance measure is Redflex Holdings Limited's refative total shareholder return (TSR) performance compared with the TSR performance of a
comparator group consisting of companies in the S&P/ASX 300 at grant date over the same period. TSR is calculated as the change in capital value of
Redtlex Holdings Limited over a five-year period, plus dividends expressed as a percentage of the opening capital value.

The performance period is generally expected to be three years, however, the initial offers were transitional arrangements with shorier performance periods
designed to provide a degree of continuity of iong term incentives to executives who previously participated in the company's Employee Option Plan.

The performance hurdle hag a threshold minimum below which the Performance Rights will lapse. No Perlormance Rights will vest if Redilex Holdings
Limited's TSR performance is less than the TSR performance achieved by 50% of the companies in the comparator group, and 50% will vest if this hurdle
is reached. The maximum number of Performance Rights in a grant will vest if the company's TSR performance is equal to or greater than the TSR
performance achieved by 75% of the companies in the comparator group. If the company’'s TSR periormance is between the two thresholds the number
of Performance Rights that vest is determined on a directly proporional basis.

Pursuant 10 the Redflex Executive Share Plan (ESP) the company has issued shares to Graham Davie, the Chief Executive Officer. In view of the
establishment of the Long Term Incentive Plan, no further shares are expected 1o be issued to Mr Davie except a maximum of 68,249 shares provided
performance hurdies are met. Details regarding Mr Davie's remuneration are included in the Remuneration Report.

An Employee Option Plan (EOP} exists whereby Redilex could grant non-transferable options to executives and certain members of staff. Options were
issued in accordance with performance guidelines established by the directors, for $nil consideration and the options expire after 5 years. Performance
conditions relate only to remaining in service during the vesting period. The oplions were not quoted on the ASX. No options were issued during the year
ended 30 June 2006 and no further options are expected to be granied under the EOP.

Value of Optlons granted to certain USA employees

The difference between the market price and the exercise price at the time of exercise in respect of options granted to our USA employees gives rise 1o a
tax deduction within our USA subsidiary. The value of these tax deductions are recouped directly in the Employee Equity Benefits Reserve to the extent
they exceed the tax value of the expense recorded in relation to the options.

Issue of Options

During the year ended 30 June 2006, no options were issued.

Fortfelture of Options

32,000 unlisted RDFAT employee options at an approximate exercise price of $2.75 were forieited due to resignation of an employee.



(i) [iThe vesung dates for RDFAT options are one third on each of 1 June 2005, 2006 and 2007.
|
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A i |
H‘CWES TO THE FI II‘\l ANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2006
I )

d ]

Employee q_ptlons li
I
I ‘ i ; RDFAQ RDFAR RDFAS | RDFAT

%ﬁm date | ! 21/5/2001 26/9/2003 26/9/2003 1/6/2004
‘\.If%leslii[rlmg date, ) 20/5/2001 0} ) {ii)
rlliﬁixly date |; i 20/5/2006 5years 5years 5 y:ears
\h{elghled average exercise pn $1.52 $0.50 $0.5859 $2.0600

i l i ,

: | u Number WAEP  Number| WAEP  Number WAEP  Number WAEP
) .};ﬁzm r of options outstanding at the beginning of 60000  $152 1,500,000 $0.50 1930000 $0.61 1,348,000 $2.55
fli ' ' !

”N]ijll'ﬁ%er of opnons exermsed (60,000) $1.52  (1,500,000) $0.50 (1,055,000) $0.62 (56,000) $2.65
Ill\lluml:|>er of opnons expired or fodened 0 0 | 0 (321000)

{

I I

wé?ber of opttons omstanding at the end of the 0 $1.562 0  $0.50 875000 $0.63 1.26;0.000 $2.98
Ilii)]fn!ia m:monsl ‘exercised | 21/5/20086 Various Various Various
Number o shares issued 60,000 1,500,000 . 1,055,000 55:,000
I[i—" IMarket Value l $2.12 $2.68 $2.95 $3.39
I(l)l llbill RDFAR and RDFAS optlons are fully vested. }

'ln |

1
1
Il

|

Banners. |

Black Scholes option
:-haln!e price |

_]%termse pnce
Expected volatlllry

Ri s'j (-Ifree mteresl rate

L[]
Expected Ine of option

==

aso

e ——— - ——— o ———— e ——————

”’here are no pedormance hurdles relating to these options.

1
!

Fair Values of Optlons

Tha range o1 exercise pnces 1or options cutstanding at the end of the year was $0.63 (0 $2 98.

|

]
1

!

t

ormula RDFAR  RDFAS RDFAT
! 0.89 0.89 222
| 0.50 0.5859 2,08
| 33% 33% 33%
i 5.21% 5.21% 5.52%
5years 5 years

l Syears

t
|
f
|
|
|
}
t
|
!
i
|

i
he, ¢ dmdend yield reflected the assumption that no dividend has been previously paid and that no drwdend will be paid until at least 30
xp:elcted ||fe of the optllon is the maximum period allowable and is not necessarily indicative of exercuse patterns thai may occur. The expected volatility is
etermined wuh reference to peer companies and is designed 1o be indicative of future trends, which may also not necessarily be the actual outcome.

”’ he we|ghte([:| average remammg contractual lite for ihe share options cuistanding as at 30 June 2006 is between 1 and 6 years (2005 1 and 6 years).

!
|Tpe'|fa|r value of each qptlon lis estimated on the date of the grant using a Black-Scholes option formula, for 2005 and 2006, with the following weighted
average assumpuons used ‘for grants made on 30 June 2004, 2003 and 2002. The valuation of the Dpnons was performed |ndependemly by Pitcher

June 2006. The
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The resulting weighted average falr values per option for those options vesting after 1 July 2004 are;

RDFAR RDFAS RDFAT Total
Number of options 1,800,000 2,655,000 1,348,000 5,803,000
Weighted average fair value $ $ $ 3
30 June 2005 112,144 207,724 242,037 581,905
30.June 2006 14,519 61,959 100,494 176,972
30 June 2007 0 0 35,999 35,999
Superannuation

The consolidated entity has arranged Group superannuation plans whereby the employee and the employer contribute varying amounts of
superannuation, depending on an employee's remuneration package. Employees have the choice of which superannuation fund they wish to participate
in. In addttion, the consolidated entity had during the year ended 30 June 2006 a statutory responsibility to contribute 9% of an Australian employee's
salary, which is also paid to a number of funds as directed by each employee. All of the economic entities' responsibilities in respect to superannuation
commitments relating 1o the year ended 30 June 2006 have been discharged. All relevant superannuation funds are Accumulation Funds and accordingly

there is no unfunded liability as at this date.

NOTE 16 TRADE AND OTHER PAYABLES (CURRENT)

Consolidated

Parent Company

30June 2006 30 June 2005 30 June 2006 30 June 2005
$000 $000 $000 $000
Current

Trade payables 7.192 6,696 169 357
Deferred revenue 441 174 0 0
7,633 6,870 169 as7

Non-Current
Amount Payable to Controlled Entities 0 0 7,850 6,565
0 1] 7,950 6,565

Trade payables are non-interest bearing and are normally settled on 30 day terms. Other payables are non-interest bearing and have an average term of

60 days.

Deferred revenue represents payments received for which services remain to be provided. Amounts are recognised as revenue only when service has
been provided. Deferred revenue normally applies to periods under one year in duration.
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' NOTE 17| INTEREST-BEARING LOANS AND BORROWINGS )

‘
| | ] L Consolidated 'Parent Company
NI - L 30 June 2006 30 June 2005 | 30 June 2006 30 June 2005
l | ' $000 $000 $000 $000
| Current i l

I

(;)" Irg?tlons under finance [eases and hire 280 126 0 0
purchase contracts o

!

| M " | ! 260 126 P9 0
t
! Nor\-Current :

Obhganons under finance leases and hire

i plulrctl'lase corlwlracts 1 560 340 ' 0 0

(! Bank Borrowings N 21,230 12,336 0 0

il h | 21,790 12676 | 0 0
i

| Redflex Traﬁlc Systems Inc, a 100% owned subsidiary of Redflex Holdings Limited, has a USD19 million (AUD26 million} secured Revolving Credit Facility
' to fund the growth wnhlnI| the USA Traffic Division. Harris Trust and Savings Bank (now Harris N. .f-‘\I Bank) was granied a first and only priority senior security

mterest over all the assets of Redilex Traffic Systems Inc and its subsidiaries. The loan principal is not requued {0 be repaid within the next twelve months
‘ and)s avalfable for redraw 10 the facility limit if repaid. :

[ Co

—
— ==

ease llabilmes are secured by way of a charge over the [eased assets. |
N I '
' Financing facilities available
| i
L j Consolldated [Parent Company
| ' ¥ 30 June 2006 30 June 2005 |30 June 2006 30 June 2005
1 | $000 $000 $000 $000
!1; It;lall mcllltle?': ;
Ban k Borrowings i 26,025 17,060 .0 0
| III | i
| ﬁﬁﬂl I|e;s used at reporting date o
l BaI leorrowmgs 21,230 12,336 j 0 0
. o
S a:Triy tor Letters of Credit issued {0 customers 637 599 0 0
‘ Fiﬁﬂ“tles unulsed at repoﬁinb}dale o
' Bank Borrowings : 4,158 4,125 0 0

i

| .
. t l

|

|

\

e e e e e e A e




NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2006

NOTE 18 PROVISIONS

At 1 July 2005
Arising during the year
Utilised during the year

Less Provisions atiributable to operations
classified as a disposal group held for sale

Current 2006
Non current 2006

Current 2005
Non current 2005

Maintenance warranties

A provision is recognised for expected warranty claims on products sold during the last two years, based

make good costs.

It is expected that most of these costs will be incurred in the next financial year and all will have been incurred within two years of the balance sheet date.

Consolidated Parent
Long Service Provision for Total Long Service

Leave warranty Leave
$000 $000 $000 $000

816 225 1,041 169

742 209 951 46

(450) (1386) (586) (20)

(281) (62) (343) 0

827 236 1,063 195

740 236 976 177

87 0 87 18

827 236 1,063 1985

634 225 859 154

182 0 182 15

816 225 1,041 168

on past experience of the level of repairs and

Assumptions used to calculate the provision for warranties were based on current sales levels and current information available about returns based on the

warranty period for products.
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Conyersion of options
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Issug of shares under Ex
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ii’lﬂa EIPurchalse Plan
-1|Uuly 2005
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Ilslslued during‘I the year by -
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Conversion of options
i

lssue of shares under Ex
H

i
A.ll 30 June 2006

o
1 :|
I i

Qrdinary shares have th
ofa

]

-
I
i

Tnp

] AT
subsidiaries.

It 1l

'il |

[

Nature and purpose of reserves

!is‘urplus\éssets in proportion to the number of and amounts paid up on shares held.

. . 1
Fonz"gn currency transiation reserve

|

Itlis also used to record the net investments hedged in these subsidiaries.

‘

i
i
I
t
1

‘ NANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2006
i
|
TE 19 | CONTRIBUTED EQUITY AND RESERVES
Consolidated
: 30 June 2006 30 June 2005
. ! $000 $000
:- 80,959 79,318
i |
! Number of
: | shares
shares on issue Thousands $000
I
! 83,141 73,633
|
i | 965 623
écutivz;a Remuneration Plan 78 ‘ 0
o 1,476 5,062
b 85,660 79,318
i
R 2,671 1,641
ecutiv%a Remuneration Plan 131 h 0
! 88,462 80,959
1 |
]l .
of Contributed Equity |

e right|to receive dividends as declared and, in the event of winding up the company, to participate in the proceed

H

]
H
i

foreign currency trénslali.on reserve is used 10 record exchange differences arising from the translation of the financial statem

s from the sale

ents of foreign
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Consolldated Parent Company
Foreign Employee Employee
Other Reserves currency aquity bensfits Total equity benefits ~  Total
' translation reserve raserve

$00C $000 $000 $000 $000
At 1 July 2004 0 1,178 1,178 1,178 1,178
Effect of exchange rate movement {3,153) 0 {3,153) 0 0
'Ol'z);gﬁ:eﬁt from share based payments re employee 0 634 634 634 634
Cost of share based payments ‘ 0 582 582 582 582
Al 30 dune 2005 (3.153) 2,394 {759) 2,394 2,394
Cost of share based payments ‘ 0 218 218 218 218
Effect of exchange rate movement 1977 _ 0 1,977 0 0
Al 30 June 2006 (1,1786) 2612 1,436 2612 2,612

NOTE 20 FINANCIAL RISK MANAGEMENT OBJECTIVES AND POLICIES

The consclidated entity’s principal financial instruments comprise bank loans, finance leases, hire purchase contracts, and cash and short-term deposits.

The main purpose of these financial instruments is to raise finance for the Group's operations. The consolidated entity has various other financial assets
and liabilities such as trade receivables and trade payables, which arise directly from its operations. The consolidated entity also enters into derivative
transactions, including principally inierest rate swaps and forward currency contracts. The purpose is to manage the interest rate and currency risks
arising from the Group's operations and its sources of finance. It is, and has been throughout the period under review, the consolidated entity's policy that
no trading in financial instruments shall be undertaken. The main rigsks arising from the Group's financial instruments are cash flow interest rate risk,
liquidity risk, foreign currency risk and credit risk. The board reviews and agrees policies for managing each of these risks and they are summarised
below,

Details of the significant accounting policies and methods adopted, including the criteria for recognition, the basis of measurement and the basis on which
income and expenses are recognised, in respect of each class of financial asset, financial liability and equity instrument are disclosed in Note 2 to the
financial statements.

Cash flow interest rate risk

The Group's exposure 1o the risk of changes in market interest rates relates primarily to the Group's long-term debt obligations with a floating interest rate.
The Group has decided not to fix interest rates at this point in time. The weighted average interest rate at 30 June 2006 is 6.24%.

Foreign currency risk

As a resuit of significant investment operations in the United States, the Group's balance sheet can be affected significantly by movements in the
USD/AUD exchange rates. Prior to the years presented, the Group did not seek to hedge this exposure, but following the increased focus of the Group on
the US market, the Group has changed its policy. The Group now seeks to mitigate the effect of its structural currency exposure by holding all interest
bearing borowings in LSD. '

The Group also has transactional currency exposures. Such exposure arises from sales or purchases by an operating unit in currencies other than the
unit’s functional currency.

Forward currency contracts, where used must be in the same currency as the hedged item.

It is the Group's policy not to enter into forward contracts until a firm commitment is in place.

Commodity price risk

The Group's exposure 1o price risk is minimal.
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:There are no S!gnmcam concentrations of credit risk within the Group.

A i

FalfiYe Wi \IUU - | i
| ‘ | ‘ {
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II | [ . . .
\* |
| : *
Credlt rlsk ; ‘

Group rrades only wnh recognised, creditworthy third parties. It is the Group's policy that all cusiomers who wish to trade on credit terms are subject
(] credu vermc‘:atlon procedure?

il

f
addition, recelvable balances are monitored on an ongoing basis with the result that the Group's exposure 1o bad debts is not significant.

Vl\h1tlh [?spect to credit nsk ansmg from the other financial assets of the Group, which comprise cash and Cash equivalents and avauable-fo -sale financial
iassets the Group's expccsure to credit risk arises from default of the counter party, with a maxumum exposure equal to the carrying amount of thesa

| mstruments

I !

| Since the Gruup trades only wnh recognised third parties, there is generally no requirement ior co!lateral

'i_,sk

44

. } !
i Lo
| .
to maintain a balance between continuity of funding and ftexibility through the use of bank loans, finance leases and hire purchase
¥ ; .

Sroup 's pollcy is that not more than 35% of barrowings should mature in any 12-month period. At 30]June 2006, 9.4% of the Group's debt will mature

' f
i 1

|
|

e e e e e m——— e A A = ——
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Fair values ,
I

Set out below is a comparison by category of carrying amounts and fair values of all of the Group's financial instruments recognised in the financial
statements, including those classified under operations classified as a disposal group held for sale

Market values have been used to determine the fair valie of listed available-for-sale investments.

The fair values of derivatives and borrowings have been catculated by discounting the expected future cash flows at prevailing interest rates. The fair

values of loan notes and other financial assets have been calculated using market interest rates.

Carrying amount Falr value
! 30 June 2006 30June 2005 30 June 2006 30 .June 2005
$000 $000 $000 $000
CONSCLIDATED
Financial assets .
Cash ' 11,564 8,344 11,564 8,344
Security deposits ' ) 1,252 1,423 1,252 1,423
Receivables — Trade and Other l 12,239 9,704 12,239 9,704
25,055 19,471 25,085 19,471
Financlal Llabilities
Interest Bearing Bank Borrowings - 21,230 12,336 21,230 12,336
Lease Liabilities ? 860 466 860 466
Payables 7,192 6,921 7,192 6,921
, 29,282 19,723 2g,282 19,723
PARENT COMPANY i
Financlal assets
Cash 5,789 5,044 5,789 5,044
Security deposits : 636 827 636 827
Receivables - Trade and Other 93 280 93 280
Receivables — Other Corporations ; 22,269 53,261 22,269 53,261
' 28,787 50,412 28,787 59,412
Financial Liabilities _
Payables — Trade and Other ‘ 169 357 169 357
Payables - Other Corporations ! 7,950 6,565 7,950 8,565
8119 6,922 8,119 6,922
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i
|
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i
Oblrgatrons under finance Ieases and hire
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The followrng table sels orut the carrying amount, by maturity, of the financial instruments that are exposed 1o interest rate risk:

NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2006
| |
<1 year >1-<2yrs  >2-<3yis |1>3-<4ys >4-<byrg >5yrs Total
$000 $000 $000 $000 $000 $000 $000
11,564 0 o ! 0 0 0 11,564
5.5% | 5.5%
| |
L |
280 287 187 | 67 18 1 \ 840
i
7.6% 7.6% 7.6% | 7.6% 7.6% 7.6% 7.6%
0 0 0 ! 21,230 0 0 21,230
6.24% |
<1 year >1-<2yrs  >2-<3yrs |>3-«<4 yrs  >4-<5yrs >5 yrs Total
$000 $000 $000 | $000 $000 $000 |  $000
|
| |
8,344 0 o | 0 0 0 8,344
5.0% 5.0%
126 96 81 81 81 1 465
7.6% 7.6% 7.6% | 7.6% 7.6% 7.6% 7.6%
)
] 0 0 | 12336 0 0 12,336

5.49%
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Year ended 30 June 2006

<1 year >1-<2yrs »>2-<3ys >3-<4yts >4-<5yrs >5yrs Total
PARENT COMPANY $000 $000 $000 $000 $000 $000 $000
FINANCIAL ASSETS 5
Floating rate
Cash asseis 5,789 0 0 0o 0 0 5,789
Weighted average effective interest rate . 55%
Year ended 30 June 2005

<1 year >1-<2yrs >2-<3y6  >3-<4yrs  >4-<5yrs >5yrs Total
PARENT COMPANY $000 $000 $000 $000 $000 $000 $000
FINANCIAL ASSETS
Floa!ing rate
Cash assets 5,044 a 0 0 0 0 5,044
Weighted average effective interest rate 5.0%

Interest on financial instruments classified as floating rate is re-priced at intervals of less than one year.
Interest on financial instruments classified as fixed rate is fixed until maturity of the instrument.

The other financial instruments of the Group and the parent company that are not included in the above tables are non-imterest bearing and are therefore
not subject to interest rate risk.

The bank borrowings are scheduted for repayment by 16 August 2008. All other financial liabilities mature in one year or less for both 2005 and 2006
except or lease payments as shown in Note 17. .

Hedging activities

Redflex Holdings Limited, on behalf of the Communications business, occasionally lakes out foreign currency options pertaining to future receivables
which are either known or can be reliably estimated and denominated in USD. Should the AUD/USD be below the strike price the options will be allowed
to lapse and ihe more favourable rates taken on the day. At 30 June 20086 there were no outstanding currency options.

Foreign currency options of USD8.8 million expiring on 22 July 2005 were purchased on 7 July 2005. These options were acquired to ensure the USD
receivables were converted at no worse than an exchange rate of USD/AUD of 75 cents. The options were convenied upon receipt of advance payments
under Redflex Communications contracts.

There were no outstanding foreigﬁ currency contracts at 30 June 2006.
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| NOTE 21| COMMITMENTS AND CONTINGENCIES o |

|-

i
I
Ial'] it Bank Indemnrty Gﬁ?rantees ‘ . i

i
The |’r:c:mpanys bankers hav;e issued indemnity guaraniees to ceriain customers in respect Ioi rental deposits and bid bonds of $1!252.451 (2005:
f
|
\

s 422,590) |
il r‘i.
b. Structured equrty fundlng for Visible Voice Unit Trust ‘

' !
edflex Holdrngs Limited emered into a licensing arrangement with an investment partnership in June 2000 which provided, amongst other things:

D=t

e A Ione-off four year | llcense fee paid to Redflex of $10 million whereby the partnership licensed certain rights over the Visible Voice software. This

arlnount was held o? deposit 1o secure financiers to the Syndicate and Redilex's obhgatlons shown below.

. Payments oi $2.6 million by the partnership to Recilex to commercialise Visible Voice during the years ended 30 June 2000 and 30 June 2001;

i (Ie Royalty payn?ents by Redflex over the term of the license of a minimumn of $375,000, and up io 12% of gross sales applicable 1o centain
| geographrcal regions; and |

An obligation in the form of a put option for Redflex to subscribe for equity in the partnership, for an amount of no mere than the proceeds of (1)
above

I ]

]Fhe: cash proceeds of $10 million referred to above, and accrued interest, has not been booked as |ncome or as an asset in the booksl of Redllex as a
Lorrespondlng liability exrsted for the put option referred to above. These amounts were ofiset as part of the fund windup proceedings in July 2004.

nre relatron 10, lhe above, contrngent liabilities exist in the form of any claims that may be substamrated by the partnership in circumstances yvhere Redflex is
n breach of the agreememslemered into. The company has been advised by the manager of the partnership, that the Australian Taxation Qffice has
ssiied amended assessments to each partner, which disallows the deductions claimed by each partner.

mar |

Al ‘thls stage the company. understands that investors have now negotiated a settlement with the ATO based on the ATC's revised assessments. A
requrrernent of the settlemem involves a reversal of the tax deductions originally claimed bylthe Partners As a result of the denledi deductions the
ompany has applied 1o the ATO for a Compensating Adjustment to reverse the previously declared taxable income 1o which the denied deductions

related

p’he partnershrp and the transactlon are in the process of being wound up in accordance with the transacnon agreements. Par of the process established

' at i e time of the transactron gives the partners the option to dispose of their interest in Visible Vorce by way of the issue of an Exit Notice in accordance

K
with transactlon documents. |
i

I
lThe Exit Pnce is to e s:alculated in accordance with the terms of the transaction agreements, and may be paid in shares in Redflex Holdings Limited or
ﬁlaleilh at the sole option of Re'dflex The company has received an Exit Notice and a calculation by the Partnership of ihe Exit Price due to the pariners.
T.hﬁ Exit Prlce proposed by the Partners is disputed by Redflex on the basis that it has not been properly calculated in accordance with|the terms of the
Itrar;lsactron documematlon The Pannership has calculated the Exit Price as approximately $5.2 millign, which would equate to the issue of 2,102,175
Shares in Aedflex Holdmgs L;mlted (or approximately 2.5% of the issued capital). , '

1 l ’

Hedflex having regard 1o all provrsrons refating to this calculation set out in the transaction docurnems and having sought legal advice i lq this regard, has
calculated the Exit Prrce at $28,683, and has made payment of that amount. The Partners have advised that they intend to pursue a claim. If the Partners
|n|llale court action, substannal costs in defending the action will be incurred.

LN [T . ‘

|T he company has sought proiessronal advice on the implications of the Partnership and the ATO s actions, and the directors advise that at this stage they
dlnol belreve that the“ |ssue of the revised assessments by the ATO, or the Exit Notice issued by the Partnership, have given rise to any liability of the

company under ihe transaction. . )

|
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c. Contract expiry and make-good costs .

The Build Own Qperate Maintain business within the USA Traffic division is ba";ed on individual contracts with cities generally with terms of 5 years or less.
Under some of these contracis and in the event a city decides to cancel or not renew their contract, the company may be responsible for the removal of

equipment and any associated make-good costs. Given the reliance on future: events it is not possible to quantify any potential liability with respect to this
matter.

I
d. Operating lease commitments - Group as lessee ]

!
The Group has entered into commercial leases on certain computer eqmpment where it s not in the best interest of the Group 1o purchase the assets.
Operating leases also pertain to leased premises in both Australia and the USA with expiry dates varying from one year to less than three years.

Renewal options exist on all major leased premises at the company's discretion for periods of up to 5 years.

Consolidaed Parent Company
30 Juns 2008  3)June 2005 30 June 2006 30 June 2005
$000 | $000 $000 $000
Within 1 year 1,965 | 1,700 BBS 625
After 1 year but not more than 5 years 1,734 ’ 2,779 457 1,042
More than 5 years 0 : 0 . 0 0
3,699 4,479 1,142 1,667
The weighted average interest rate on operating leases at 30 June 2006 was B.:E35%. .
|
e. Finance lease commitments - Group as lessee ‘
Consolidated
30 June 2006 300 June 2006 30 June 2005 30 June 2005
Minimum Prileaent value Minimum Present value
lease of payments laase of payments
payments | payments
$000 | $000 $000 $000
Within 1 year 306 : 280 126 97
After 1 year but not more than 5 years 598 560 412 389
Total minimum isase payments 805 : 840 538 466
Less amounts representing finance charges (65) J a (72) 0
Present value of minimum lease payments 840 ‘ 840 466 466

f. Capital commitments

At 30 June 2006 the Group has commitments of $498,000 {2005: $432,000) principally relating to the installation of camera systems in contracted cities
within Redftex Traffic Systems tnc's Build Own Operate Maintain business in thit USA. The company has contracts with numerous citfes and municipalities
within the USA, The terms of contract specify that Redflex ¢an install a number of cameras up to a specified limit provided Redtlex and the customer agree
on the location and suitability of the proposed installs. Accordingly, the company has obligations to install further camera systems for these customers,
however, it is not possible 1o determine how many will ultimately be installed. Accordingly the commitments shown represent onty those where firm orders
have been placed with contractors for current installations.
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% Trie :ommi{mlients coniracted f!or at reporting date, but not provided for are;
Ak ‘ Consolidated Parent Company
‘ 30June 2006 30June 2005 30 June 2006 30 June 2005
; f i $000 $000 |wm- $000
\ﬂ{f-illrl In! one ye'ar , 498 432 0 0
After one year but not more than five years 0 0 0 G
dlc;ln!"]lc-:!r than ﬁve yeats ' 0 0 0 0
488 432 o] 0

,_ {
| |
t
|

T

OTE 22 : "RELATED ?ARTY DISCLOSURE
}

[T ¢ ) P p—

‘ [}
hares in cdlntrolled entities

o Itlalled E?titles of Redflex Holdings Limited
| ]:diillelx Limited . ;
: A‘e ospace S)ifstems Lid} !

all
'" ex Tramc Systems Inc !

4“"“ |

w ! I|'t:>lled Entities of Hadﬂai Limited
I

| ‘ e.lx Communlcanons Systems Pty Ltd
edﬂex Commurucatlons Pty Ltd

l i )
||edflex Flnarlwlce Pty Lid | ‘
APH rnvestments Pte Ltd (a) -

IJC_)
o
=1

—

| c; |
Co ntrollad Entmas of Redflex Communications
Systams PtyiLtd E |

lul It ‘
Redflex Commumcatlon Systerps Inc

Q___

- ntrolled Erl'llmas of Radﬂax Traffic Systems Inc
| dﬂe!x Tramc Systems Pty Lid
Fiiedflex Traﬂlc Systems (Auslralla) Pty Ltd

|
FliTl ! (I?&D) Pty Ltd ;
I

|
Reid lex Traffnc Systems (Cahforma) Inc

H
W

:D—
D=

raif ic Syslems Inc were convened to equity.

|
3) This company is not audlted by Emst & Young.
‘ i 1

.-——1

Country of

he consolidated financial staterents include the financial statements of Redflex Holdings Limited and the subsidiaries listed in the following 1able;
i

Incorporation % Equity interest Investment
5 3 .
30 June 2006 | 30June 2005  30June2006 30 .June 2005
Australia 100 :100 3,357 2,693
Australia 100 100 100 100
UsSA 100 '100 36,004 0
! 39,461 2,793
t
|
Australia 100 100
Australia 100 100
Australia 100 100
Singapore 100 100
USsA . 100 100
Australia 100 100
Australia 100 100
Australia 100 100
USA 100 100

!
The parent company and u!umate holding company is Redilex Holdings Limited, which is incorporated in Australia.

|
Dunng the Imanmal year, previous balances shown as intercompany debt and eliminated on consolidation between Redflex Holdings Limit

ed and Redflex
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NOTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2006

Terms and conditions of transactions with related parties
Sales 1o and purchases from related parties are made in arms length transactions at bath normal market prices and normal commercial terms.

These transactions relate to the day to day activities between companles in the Group and the foflowing amounts represen: the net movements in loan
balances during the year.

Consolldited Parent Company
30June 2006  0June 2005 30 June 2006 30 .June 2005
$000 | $000 $000 $000
Provision of interest free unsecured loans ‘
to wholly owned subsidlaries (at cell)
- from related entities i 7,950 6,565
- to related entities I 0 22,269 53,261

NOTE 23 EVENTS AFTER BALANCE SHEET DATE

There were no significant events subsequent to year end and prior to the date of this report that have not been dealt with elsewhere in this report.

NOTE 24 AUDITOR'S REMUNERATION

Consolidated Parent Company
30 June 2006 3DJune 2005 30 June 2006 30 June 2005
$000 $000 $000 $000

Amount recelved or due and receivable by
Emst & Young for:
An audit or review of the financial report of the
entity and any other entity in the consolidated 139 134 139 134
entity ‘
Other services [n relation to the entity and
any other entity in the consolidated entity ‘
far: y
- agsurance related 3 31 35 31
Amount recelved or due and recelvable by !T
related practices of Emst & Younp !
{(Australta) for: ] :
- audits of subsidiaries 166 118 0 0

340 283 174 165
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NOTE 25 |
i |

!
v

{2}
g
]

=

i

b
Directors {
| |
W
'|r|aciors 1
C|hl Cooperll
Robin Deberriardi

i
I
Glrlallruu[n Dawe

i
R lhlgrld Eden’:

=

i

aI[es_ hetd n Redflex Holdlrjgs Limited

‘.

DIRECTOR AND EXECUTIVE DISCLOSURES

eholdings of directors and executives

T

‘The cqmpany'has adopted F\‘egulation 2M.6.04 which exempts listed companies irom providing certain AASB 124 remuneration disr;lr,\sura-sl in the notes 1o
tl;e financial ré_pon. The :disclo'sures are included in the Remuneration Report forming part of the Directors’ Report and will be audited. These disclosures
~will be'availab‘le in the completé set of audited financial statements.

Ordinary shares Granted as Conversion Bought (Soldy on  Ordinary shares
at 30 June 2005 remuneration !of Optléns market at 30 June 2006
769,996 0 0 221,000 ‘ 990,996
3,104,373 0 0 150,891 3,265,264
1,167,301 130,929 0 0 1,296,230
44,716 0 ‘ 0 0 44,716
0 0 l 1,500,000 {1,467,498) 32,502
5,086,386 130,929 | 1,500,000 (1,095,607) i 5,621,708

| E

|

Ordinary shares  Grantad as Colnversion of Bought (Scld)yon  Qrdinary shares
at 30 Juns 2005  remuneration |Options market at 30 June 2006
146,495 0 20,000 (80,000) 86,495
8,463 0 l 270,000 (209,606) 68,857
0 0 : 24Q,000 (240,000) 0
0 0 0 0 0
0 0 0 0 0
154,858 0 | 530,000 {529,606) 155,352

Page 77




NOTES TO THE FINANCIAL STATEMENTS FOFR THE YEAR ENDED 30 JUNE 2006

NOTE 26 TRANSITION TO AIFRS f

For all periods up 1o and including the year ended 30 June 2005, the Group prepared its financial statements in accordance with Australian Generally
Accepted Accounting Principles (AGAAP). These financial statements for th[= year ended 30 June 2006 are the first the Group is required to prepare in
accordance with Australian equivatents to International Financial Reporting Stiindards {AIFRS),

Accordingly, the Group has prepared financial statements that compty with ,AIFF!S applicable for pericds beginning on or after 1 January 2005 and the
significam accounting policies meeting those requirements are described in fote 2. In preparing these financial statements, the-Group has started from an
opening balance sheet as at 1 July 2004, the Group's date of transition to AIF FIS and made those ¢hanges in accounting policies and other restatements
required by AASB 1 First-time adoption of AIFRS. ,"

i
This note explains the principal adjustments made by the Group in restating its AGAAP balance sheet as at 1 July 2004 and its previously published
AGAAP financial statements for the year ended 30 June 2005. |

'

Exemptions applied i

AASB 1 allows first-time adopters certain exemptions from the general requirenent to apply AIFRS retrospectively.

The Group has taken the following exemptions: )

+  Comparative information for financial instruments is preparad in aciordance with AGAAP and the company and Group have adopied AASB 732:
Financial instruments: Disclosure and Presentation and AASB 139 Financial Instruments: Recognition and Measurement from 1 July 2005.

s AASB 3 Business Combinations has not been applied to acqwsmorls of subsidiaries or of interests in associates and joint ventures that occurred

before 1 July 2004. I
. Cumulative currency translation differences for all foreign operation s are deemed io be zero as at 1 July 2004.

I
¢ AASB 2 Share-based Payment has not been applied to any equity i ¥struments that were granted on or before 7 November 2002, nor has it been
applied to equity instruments granted after 7 November 2002 that vasted before 1 January 2005.

Explanation of materlal adjustments to the cash flow statement gi
i

N i )
There are no material difierences between the cash flow statement presentedllunder AIFRS and the cash flow statement presented under previous AGAAP.
!
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' c:;lntlnFuted Equity
! Resarves

K|
Acc}.lmulated Losses

ali Equity |
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I
|
|
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i
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|
i
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I
|

|
gif;
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Ilrter=st Bearing Borrowings
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|
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+

ity holders

i
slance Sheet reflecting reconcillation of adjustments to AIFRS as at 1 July 2004

Consolidated Entity Redflex Holdings Umited
Note AGAAP  AIFRS Impact AIFRS AGAAP  AIFRS Impact AIFRS
$000 $000 $000 $000 $000 $000
]
2,780 0 '2,730 127 0 127
1,240 0 | 1,240 585 0 585
8,178 0 8,178 686 0 686
10,279 0 10,279 0 0 0
354 0 354 354 0 354
22,831 0 22,831 1,752 ol 1,752
|
0 0 i 0 . 49,727 0 49,727
E 0 0 0 3,740 109 3,849
c 0 119 119 0 0 0
27,966 0 27,966 254 0 254
o 8,372 (1,159) 7,213 380 0 380
36,338 (1,040} 35,298 54,101 109 | 54,210
i !
59,169 (1,040) 58,129 55,853 109 | 55,962
[
4,699 0 !4,699 93 0 93
3,974 0 3.974 0 0 0
0 0 0 0 0 0
816 0 816 56 0 56
9,489 0 9,489 149 0 | 149
233 0 233 0 0 0
0 0 0 6,399 0 6,399
262 0 262 120 0 120
495 0 | 495 6,519 0| 6,519
| t
9,084 0 9,984 6,668 0} 6,668
i |
49,185 (1,040) 48,145 49,185 109 | 49,294
i t
73,633 0 73,633 73,633 0 73,633
B.D,E (7,802) 8,980 11,178 0 1,178 1,178
C.DE {16.646) (10,020) (26.666) (24,448) {1.069) {25,517)
49,185 (1,040) 48,145 49,185 109 | 49,294
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f

H
i

i
1
g
Balance Sheet reflecting reconciliation of adjustments to AIFRS as at 310 June 2005

]
Consolld;ated Entity Redflex Holdings Umited

Note AGAAP AIFRS“‘ Impact AIFRS AGAAP AIFRS Impact AIFRS
$000 $200 $000 $000 $000 $000
Current Assets ' ‘ '
Cash and Cash Equivalents 8.344 i: 0 8,344 5,044 0 5,044
Security Deposits ’ 1,423 ) 0 1,423 827 0 827
Trade and Other Receivables . 9,704 ’ 0 9,704 280 0 280
Inventories : 12,519 : +Q 12,519 0 4] 0
Prepayments ) 196 t 0 196 18 0 . 18
Total Current Assets ‘ 32,186 | 0 32,186 6,169 0 6,169
Non-Current Assets
Receivables " 0 0 0 53,261 0 53,261
Investmenis G 0 i 0 0 3,457 (664) 2,793
Property Plant and Equipment F 38,939 (664) 38,275 61 0 61
Deferred Income Tax Asset B.G 5,208 58 5,266 743 (692) 51
Iniangibles Assets and Goodwill - ' AC 10,649 " {1,878) 8,771 340 60 400
Total Non-Currant Asaets . . 54,786 {2,484) 62,312 57,862 {1,286) 56,566
Total Assels 88,982 . {2,484) 84,908 64,031 (1,296) 62,735
Current Uabllitles
Trade and Other Payables ' 6,870 i 0 6,870 357 0 357
Interest Bearing Borrowings 126 " 0 126 0 0 0
Incorme Tax Payable o 253 ‘i 0 253 253 0 253
Provisions 859 ) 0 850 154 0 154
Total Current Uabilities 8,108 1 0 8,108 764 0 764
‘I
. il
Non Current Liabilities i
Interest Bearing Borrowings 12,676 . 0 12,676 o 0 0
Non-interest Bearing Borrowings 4] i o . 0 6,565 0 6,565
Deferred Income Tax Liability C.G 5,299 . {581) 4,718 2,079 (2,079) 0
Provisions 182 0 182 15 0 15
Total Non Current Liabilities 18,157  {581) 17,676 8,669 {2,079) 6,580
Total Liabilities 26,265 I {681) 25,684 9,423 {2,079) 7,344
i
Total Net Assets 60,717 ¥ {1,803) 58,814 54,608 783 55,391
!
Equity
Equity attributable to equity holders i
of the parent company . ':’
Contributed Equity . 79,318 | 0 79,318 79,318 0 79,318
Reserves B8.0.E (10,955) + 10,196 (759) 0 2,394 2,394
Accumulated Losses B'EC i:D‘ (7.646) '{12,099) (19,745) (24,710 (1,611) (26,321)
Total Equity 60,717 (1,803) 58,814 54,608 783 55,391
«;!
[?
|
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tlp uing operations

ey

Sale of goods and services
1L )i E fr.

B.u- ue from fee for senﬂce

‘catr cts [ ‘
Ma{\a‘gement ttlaes
Flnance revenue

I
Colft “of Goods sold
Cost Df salas l

NANCIAL STATEMENTS FOR THE YEAR IENDEDBO JUNE 2006
1

P
lincome Statement for the year ended 30 June 2005

Consolidated Entlty

|
|
|
|
.L

Redflex Holdlngs Limited

Cost nf fee for serv:ce contracts,

i | i
i
Gross Profit |

{1

Marke ing related expenses

Ll §
Adrinlj‘u'lustratwe related expenses -

Pr?gram rnanagement cosis
Amomsauon of |ntang|bles

Deprqmatmn on fee for servace

contracls
Deprec:!lauon other

I
Profit from continuing operations

before'tax and financing costs »

1kt |
Inle’res l

Prc;ﬂt balfore Income tax

i
Iricome tax expense
U

!
Profit After Tax ‘from continuing

operations ;

Operat‘on class!ﬂed asa

dlsposai group'held for sale

Protll aﬂer tax from operatlon

ciassméd as a disposal grolip held

fo[ sala
Nal Proﬂt attrlbutabre to
. msmbaras tor the period

|

A

]
1
i
}
|
l
|
|
}

, Note AGAAP AIFRS Impact AIFRS - AGAAP AIFRS (mpact ' AFRS
: $000 $000 $000 $000 $000 } $000
!
' 8,005 0 8.005 0 0 0
29,723 0 20,723 0 0 0
0 0 0 2238 0 2,238
215 0 215 170 0 170
37,943 0 37,943 2,408 0 | 2,408
5,733 0 5,733 0 0 0
6,425 0 6,425 0 0 0
| 12,158 0 12,158 0 o | 0
25,785 0 25,785 2,408 o | 2,408
't 2,174 0 2,174 0 0 0
B.C 6,769 1072 7,821 2,671 582 3,253
1,546 0 1546 0 0 0
1 A 527 {60) 487 40 (40) 0
; 5,887 0 5,887 ] 0 )
! 218 0 218 74 0 74
X 17,121 1,012 181133 2,785 542 | 3,327
‘ |
8,664 (1,012) 7.|652 (arn {(542) (919)
’ (517) 0 {(517) 20 0 20
8,147 (1,012) 7.'11 35 {357 (542) {699)
F (286) (783) {1,069) 95 0 a5
T
7.861 {1,795) 6.966 262) 542 {804)
|
]
B.C,EF 1,139 {284) ?55 0 0 0
; - ,
: 9,000 {2,079) 6,921 (262) (542) {B04)

&
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It

Item AGAAP

AIFRS

CONSQLIDATED

Impact

PARENT

Goodwill acquired under a
business combination was
previously amortised over

a 10 year period

A Amortisation
of goodwill

Goodwill is not amortised
under AASB 3 “Business '
Combinations” )

Equity at transition - Nil effect

Equity at 30 June 2005 - increase to
intangible assets and reduction 10
accumulated losses by previously

amortised goodwill of $60,000

Profit for 30 June 2005 - increase to profit

of $60,000

Equity at transition— Nil
eftect

Equity at 30 June 2005 - as
per consolidaied

Profit for 30 June 2005 - as
per consolidated

B Share based  Share based paymenis

Share-based payment costs
are charged 1o the incom 2
statement under AASB 2.
“Share-based Payments”!

Equity at transition - no elfect

Equity at 30 June 2005 - increase to

reservas of $582,000, increase 1o deferred

tax asset for tax effect of $58,000 and
increase in accumulated losses of
$524,000 to recognise the expensed

options. Net effect of Nil

Profit for 30 June 2005 - decrease to

profit of $524,000

Equity at transition — no
effect

Equity at 30 June 2005 - as
per consolidated

Profit for 3¢ June 2005 - as
per consolidated

Costs incurred in the
research phase of the
development of an interrally
generated intangible are
expensed under AASB 138
“Intangible Assets”,

Equity at transition - decrease in

capitalised research and development

costs of $1,159,000. Increase in

accumulated losses of $1,040,000 and

increase in deferred tax asset of $119,000.

Equity at 30 June 2005 — Decrease {0
capitalised research and development

costs of $1,937,000, decrease 1o deferred

tax liability of $581,000 and increase in
accumulated losses of $1,298,000

Profit for 30 June 2005 — Decrease 1o profit

of $493,000

No effect

paymenis and options were not
required to be expensed
through the Income
Statement
C Capitalised Research costs were
Davelcpment previously capitalised and
costs amortised over the
expected usetul life of the
products being developed.
Ferelgn The FCTR was previously
Currency recorded from exchange
Translation rate movements over
Raserve pericds prior to 1 July 2004

The FCTR s to be reset io
zero upon the introduction of
AIFRS

Equity at fransition — the foreign cumency

translation reserve was reduced by

$7,802,000.Accumutated losses increased

by $7,802,000. Net effect nil.

Equity at 30 June 2005 - the Foreign

currency translation reserve was reduced

by $7,802,000. Accumulated losses
increased by $7,802,000. Net efiect nil.
Profit for 30 June 2005 - no effect

No effect

Any tax benefit arising from
the value of options was
fully credited to income tax
expense

E Income tax
axpense

The value of the tax
deductions available to the
Group for USA based
employee options in excess
of that expensed via the:
Income statement is brought
to account through Reserves

Equity at transition - Increase in reserves

and increase in accumulated losses of

$1,178,000. Net effect nil.

Equity at 30 June 2005 - Increase in
reserves and increass in accumulated
losses of $1,812,000. Net eitect nil.
Profit tor 30 June 2005 - no effect

Equity at transition —
Increase in reserves and
increase in accumulated
losses of $1,178,000. Net
effect nil.

Equity at 30 June 2005 - as
per consolidated

Profit for 30 June 2005 - as
per consolidated
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il

.

ixad Assets

Restatemient of prior
penod balances for
|ncorrect take up of
Deferred Tax Accounting.
ThIS restatement does not
arlse from transition to
AIFRS Restatement only
|mpacts 2005 year.
Restated EPS is shown at
Note 7.

Restatement of prior period
balances for incorrect take
up of Deferred Tax
Accounting. This
restatement does not arise
from transition 1o AIFRS.
Restatement only impacts
2005 year, Restated EPS is
shown at Note 7.

Equity at transutlon no efiect No efiect
Equity at 30 June 2005 - Fixed assets

reduced and acpumulated losses

increased by $664,000

Profit for 30 June 2005 —income 1ax

expense mcreased by $664,000

groups [‘

The parent entity is

reqmred to record Deferred

Tax Assets, Deferred Tax
Liapilities and current {ax
payable relating to all
entities in the Australian
Ta>§ Consolidated Group

The parent entity is required

to only record current 1ax

payable relating 1o all entities

in the Australian Tax
Consolidated Group under
UIG 1052. Restatement of
prior period balances is

required 1o reverse recerded

No effect
effect

Equity at transition - no

Equity at 30 June 2005 -
Detferred Tax Liability
reduced by $2 079,000,
Deferred Tax Asse(

Investrent in|subsidiary

|
|
|
l
| decreased by $692,000
]
|

. ‘ Deferred Tax Assets and reduced by $662 000
| ' Liabilities relating to Profit for 30 June 2005 - no
| L subsidiaries in the Australian effect
! ! . Tax Consolidated Group
i i 1 i !
| ‘ '
Re oonclliailon of total equlty under AIFRS to that reported in the half year report to 31 December 2005.
t
! | 30 June 2005 |1 July 2004
| ’ . $000 $000
lT'Ili I ?qulty under AIFRS repbrted in half year report to 31 December 2005 60,393 48,026
| Rﬁ‘slft[ement 'oi income tax expense as described in note F above (664) 0
| Ffﬁr Ir.?\!ral of 1ax effect on Fore|gn Currency Translation Reserve incorrectly included in the half year report {972) 0
’ ||L|I1n|dry items‘ , 57 | 119
Totall equity undar AIFRIS : 58,814 | 48,145
) i |
¢ I ! ' '
f
]
‘ Recolnclllatlc?n of profit after tax under AIFRS to that reported in the haif year report to 31| December 2005.
]
| 30 June 2006
1
' ! : 8000
: 'Tlrl?f\llll |en‘ier taf( under AIFRS reported in half year report to 31 December 2005 ! 7,965
B ‘flestlaltlement of income 1ax expense as described in note F above ' {664)
'Tﬁar sition admstment to lncomp tax expense in relation to options as described in note E. {634)
Fl{?ductnon in income tax expen‘se in relation to share based payments expense and sundry items ) 254
Pl fter tax under AIFRS ' 6,021
i
I .
| 1
. | R
| ! 5
Ak :
oIl 1 .
i !.
[
)
!
I
" ]
| '1
: )
1 1
i 3
]
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Melbourne VIC 3000
Australia

i GPO Box 67
Melbourne VIC 3001

Independent audit report to members of Redflex Holdings Limited

Scope

The financial report, remuneration disclosures and directors’ responsibility

The financial report comprises the balance sheet, income statement, statement of changes in equity,
cash flow statement, accompanying notes to the financial statements, and the directors’ declaration
for Redflex Holdings Limited (the company) and the consolidated entity, for the year ended 30 June
2006. The consolidated entity comprises both the cj‘;ompany and the entities it controlled during that

ycar. [
|

The company has disclosed information as requirec! by paragraphs Aus 25.4 to Aus 25.7.2 of
Accounting Standard AASB 124 Related Party Disclosures (“remuneration disclosures™), under the
heading “Remuneration Report” on pages 16 to 21 of the directors’ report, as permitted by
Corporations Regulation 2M.6.04. :

The directors of the company are responsible for preparing a financial report that gives a true and
fair view of the financial position and performance of the company and the consolidated entity, and
that complies with Accounting Standards in Australia, in accordance with the Corporations Act
2001. This includes responsibility for the maintenance of adequate accounting records and internal
controls that are designed to prevent and detect fraud and error, and for the accounting policies and
accounting estimates inherent in the financial report. The directors are also responsible for the
remuneration disclosures contained in the directors” report.

Audit approach

We conducted an independent audit of the ﬁnancxal report in order to express an opinion to the
members of the company. Our audit was conducted in accordance with Australian Audmng

. Standards in order to provide reasonable assurance as to whether the financial report is free of
material misstatement and the remuneration disclosures comply with Accounting Standard AASB
124 Related Party Disclosures. The nature of an audit is influenced by factors such as the use of -
professional judgement, selective testing, the inher:nt limitations of internal control, and the
availability of persuasive rather than conclusive evidence. Therefore, an audit cannot guarantee that
all material misstatements have been detected.

We performed procedures to assess whether in all rnaterial respects the financial report presents
fairly, in accordance with the Corporations Act 2001, including compliance with Accounting
Standards in Australia, and other mandatory financial reporting requirements in Australia, a view
which is consistent with our understanding of the company’s and the consolidated entity’s financial
position, and of their performance as represented by the results of their operations and cash flows
and whether the remuneration disclosures comply w1th Accounting Standard AASB 124 Related

Party Disclosures.

We formed our audit opinion on the basis of these fSrocedures, which included:

. examining, on a test basis, information to provide evidence supporting the amounts and
disclosures in the financial report and the remuneration disclosures; and
. assessing the appropriateness of the accounting policies and disclosures used and the

reasonableness of significant accounting estimates made by the directors.

Liability limited by a scheme approved under
Professional Standards Legistation
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Whrle we consrdered the effectweness of management’s internallcontrols over financial reporting
when determuung the nature and extent of our procedures, our audit was not designed to provrde

§ b,
|assurance on internal controls, . .
i ,

We performed procedures to assess whether the substance of business transactions was accurately
reﬂected in the ﬁnanclal report and the remuneration dlsclosures‘ These and our other procedures
did not 1nclude con51deratlon or judgement of the appropnateness or reasonableness of the business
plans or strategxes adopted by the directors and management of the company.

| i
Independence :
We are mdependent of the company and the consolidated entity and have met the independence
reqmrements of Australian professional ethical pronouncements and the Corporations Act 200] We
have .given to the directors of the company a written Auditor’s Independence Declaration a copy of
whlc'h is mcluded in the Directors’ Report.

Audrt opinion |
In our oprmon
1. { the ﬁnancral report of Redflex Holdings Limited is in accordance with:

1(3) I the Corporatzons Act 2001, including:

t 1 (i) - | giving a true and fair view of the financial position of Redflex Holdmgs Limited and

: the consolidated entity at 30 June 2006 and of their performance for the year ended
on that date; and
- (i1) complymg with Accounting Standards in Australia and the Corporatrons
: Regulatlons 2001; and

(b) other mandatory financial reporting requirements in Ausu'aha !

2. the remuneratron disclosures that are contained on pages 16 to 21 of the directors’ report
;- comply w1th Accounting Standard AASB 124 Related Party Dzsclasures
: B

Davrd Petersen ; _ .
‘Partner T ‘ ;

Melbourne S
29 September 2006

1
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SHAREHOLDER INFORMATION

ASX ADDITIONAL INFORMATION

Additional information required by the Australian Stock Exchange and not shown elsewhere in this report is as follows. This information is current as at 29

August 2006,

There were 3,441 holders of fully paid Ordinary Shares. The voting rights attached to these shares are such that every member present in person or
represented by proxy or representative shall have one vote and on a poll every member present or by proxy or representative shall have one vote for every

share held. )

The distribution schedule of holders of tully paid Ordinary Shares is:

Holding Range N:cg:g::sm Units % 8;:;‘:;“’
1-1,000 619 400,714 0.45
1,001 - 5,000 1,469 3,965,228 4.48
5,001 - 10,000 581 4,419,269 5.00
10,001 - 100,000 ) 700 18,476,852 20.89
100,001 — over 82 61,199,911 69.18
3,441 88,461,974 100.00
The names and percentage holding of the twenty largest holders of fully pald Ordinary Shares are:
Name _ .laJnncI:tsofH:al?i:c; * élﬁif:fd
Westpac Custodian Nominees Limited 6,687,006 7.56
Thorney Holdings Pty Ltd 6,039,655 5.08
National Nominees Limited 4,491,929 5.08
Investaco Pty Ltd 3,718,052 4.20
Ms Cheng Man Oy 3,525,636 399
J P Morgan Nominees Australia Limited 3,054,872 3.45
Mr Melford Henry Russell Roberts 2,867,404 3.24
ANZ Nominees Limited <Cash Income A/C> 2,629,818 2.97
Invia Custodian Pty Limited <Black A/C> 2,461,610 2.78
Nellstar Pty Ltd 1,938,864 2.18
Vertex Bianca Nominees Pty Lid 1,924,973 2.18
0'Connor Holdings Pty Lid 1,653,519 1.87
Coningsby Nominees Pty Ltd <Super Fund A/C> 1,489,315 1.68
RBC Dexia Investor Services Australia Nominees Pty Limited 1,093,150 1.24
Mr Graham William Davie 906,677 1.02
Sitverlene Py Lid 790,147 0.89
Cogent Nominees Pty Ltd 754,628 0.85
Blue Jace Pty Ltd 731,829 0.83
Dorion Holdings Pty Ltd 674,277 0.76
Mrs Elizabeth Geraldine Cooper 670,124 0.76
Top 20 Holders of Ordinary Fully Pald Shares 48,103,575 54.38
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?ui‘. stantial Shareholders
L .
Tha names ﬁ:f substantial shareholders who have notified the company in accordance with section 6718 of the Corporations Act 2001 are;
r
| l T ‘ ! Shares
‘II;'h?.lrney Holdings Pty Lid B.451,265
. Fei‘ .alissanc% Smaller Companies Pty Ltd 7,053,768
JP ;Morgan Chase & Cé 6,333,763
1 z
1 |
| f
Elﬁlt'ITn Holtiler Information _ |
‘ :
At EiI September 2006 there were no quoted options over Ordinary Shares.

Thalregister :bf securities is ke'pt by Computershare Investar Services Pty Ltd at Yarra Falls, 452 Johnston Street, Abbotsford, Victoria, Australia.
| ‘
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General Meeting to be held on 30 November at 10.30am,

The attached 2006 Annual Report and meeting documents will be déspatched to shareholders

shortly.

For further information:

Marilyn Stephens Graham Davie
Company Secretary Chief Executive QfNCer :
marilyn.stephens@redflex.com.au graham.davie@redflex.com.au

Redflex is pleased to provide Notice of Meeting and Explanatory Statement in relation to the Annual
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. ]I * ‘ NOTICE OF ANNUAL GENERAL MEETING

l |
i Redflex Holdings anlted
{ ACN 069 306 216

Thursday 30 November 2006, 19.30am
|

1

Nottce is hereby given that the Annual General Meeting of Redflex Hoidlngs Limited (the “Company”) will be‘held
in the *530 Collins Street Theatrette’, 530 Collins Street, Melbourne at 10.30am on Thursday 30 November 2006.

e |

'Ordinary Business 7 ‘

S

|
Consideration of Reports |

| | ]
l year ended 30 June 2006.
| |

i
\
| ! )
1. To receive and consider the financial reports and the Reports of thtle Directors and the Auditor for the ﬂn?ndal
|
i

.
|

Re-election of Peter Lewinsky

- ] ;

2. To consider and, if thought fit, pass the following resolution.as an ordlnary resolution: I

i “That Peter Lewinsky who retires in accordance with the Companyis Constitution be elected a Director ofI the
Company

| | | |

Re-election of Bruce Higgins [

i ! |
3. To consider and, if thought fit, pass the following resolution as an ordmary resolution:

: “That Bruce Higgins who retires in accordance with the Company” 5 constltut:on be elected a Director of the
i Company [
{

L]

Special Business :

i |
!. [ : B 1

iApproval of securities to Mr Graham Davie, CEO | . |

i ‘
'4. To consider and, if thought fit, pass the following resolution as an’ordinary resolution:
[ That, approval be given for the purposes of Listing Rule 10.14 for the issue to Graham Davie, being an
Executlve Director, of 223,750 Performance Rights to acquire at no cost fully paid ordinary shares in the
Company under the Redflex Long Term Incentive Plan for Executlves (the "Plan™), on the terms contamed in
the Explanatory Statement attached te and forming part of this Notlce, and to issue fully paid ordmary shares
in the number, at the time, upon the terms and subject to the condltlons contained in the Plan.”

Remuneration Report ! |

} .
5. To consider and, if thought fit, pass the following resolution as an[ordmary resolution:
,'That the Remuneration Report section of the Directors’ Report for the Company for the year ended

30 June 2006 be adopted.”

|
; vBy Ordeq of the Board |
! Marllyn Stephens |
Company Secretary I
£19 October 2006 |
l

t
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Redflex Holdings Limited,
EXPLANATORY STATEMENT _
Annual General Meeting 30 November 2006

|
|

5
l
l {
b
A N

'ORDINARY BUSINESS

k I

I1. Finaml:ial Report
The financial reports and the Reports of the Directors and the

Auditor for the year ended 30 June 2006 will be presented for
consaderatron by shareholders. No formal resolution is
requrred on'these reports.

2 Re-electlon of Peter Lewlnsky

Peter Lewmsky, Non-executive Director, retires by rotation in
accordance.wlth the Company’s constitution and, being
eligible, offers himself for re-election. Information about
Mr Lewmsky appears in the Company's Annual Report.

l

3 Re-electlon of Bruce Higgins

Bmce H|gg||ns, Non-executive Director, retires by rotation in
accordance with the Company’s constitution and, being
ellglble, offers hlmself for re-election. Information about
Mr Higgins appears in the Company's Annual Report.

{

.SPECIAL BUSINESS

i i
;4. Approval of securities to be issued to Graham
l Davle, CEOQ.

At the date of this Notice Mr Davie is paid a total fixed
remunerat:lon ("TFR™) of $260,000 which represents a 4%
increase in hrs previcus TFR of $250,000 which was effective
tol OCtober 2006. Mr Davie is entitled to receive short term
Jincentive paymenls at the discretion of the board and, as Chief
Executrve Ofﬁcer, is entitled to participate in the Redfiex Long
|T erm [ncenbrve Plan for Executives (the “Plan”) subject to
shareholder approval The Company seeks shareholder
approval for Mr Davie to be issued with Performance Rights
and for the Company to issue fully paid ordinary shares in the
‘number, at the time and upon the terms and subject to the
condmons contamed in the Plan.

On 26 July;2006, when the Plan commenced, the Company
announced to the Australian Stock Exchange general details of
ithe Plan and information regarding the issue of Performance
iRights to Company executives. The announcement also
icovered a proposed issue, subject to shareholder approval, of
149,162 Performance Rights to Mr Davie, and the concept of
.further |$ue5 of Performance Rights to Company executives in
|October 2006, The number of Performance Rights
contemplated in this resolution is 223,750. The increase from
"the number contemplated in July 2006 reflects the October
{2006 offer to Mr Davie of 74,588 Performance Rights with a 3
iyear performance period to 1 October 2008.

I"As announced on 26 July 2006, if shareholder approval is not
obtained, then Mr Davie will be provided with monetary
lequwalent rewards based on-the Plan hurdles as per all

iexecul:nres ‘

ItThe Plan Rules and a brochure summarising the Plan are

l posted on the Company’s website www.redflex.com.au. To
date, under the Plan, the Company has issued or offered
11,619,390, Performance Rights to 24 Redflex executives.

| o

|

Number of Performance Rights to be awarded

The maxlmum number of Performance Rights to be issued
subject to this resolution is 223,750. This number was |
calculated by reference to 60% of Mr Davie's annua! TFR and
the average of the daily dosing prices of the Company’s shares
over the 3 monlhs prior to 1 July 2006 ($2.0112) and '

1 October 2006 {%$2.0915), being the effective dates of the
commencement of the performance periods of the 3 trand1es
The Perfom'nanoe Rights represent a value of $456,000 over a
3 year period. |

The actual value of the Performance Rights that Mr Davie will
enjoy will depend on the Company’s relative total shareholder
retum, described below, as well as movements in the
Company's share price, and may be more or less than
$456,000. At the date of this Notice, the Company’s share
price was $2 55 compared to the dosing share price of $1.755
on 30 June 2006 and $2.30 on 29 September 2006, belng the
last trading days prior to when the Performance Rights'were
determined. 1

Having regard to the perspectives of Mr Davie and the
Company, the Directors consider that the Performance Rights
represent reasonable remuneration for Mr Davie,

If, prior to the completion of a performance period, Mrl Davie
ceasas to be employed by the Company (except in theknse of
death, drsablllty or redundancy), then the Performance Rights

for that penod will lapse

Perfomiancrle Conditions

The actual number of shares to be granted is determmed by
the performanoe conditions of the Performance Rights over the
performance penods in the table below.

Performanoe Period Performance Rights
1 July 2006 to 1 October 2007 74,581 !

1 July 2006 to 1 October 2008 74,581

1 October 2]006 to 1 October 2008 74,588 4

Performanoe Rights are measured at the end of each
performance pericd which is generally expected to be three
years. However the initial offers with performance periods
commencmg 1 July 2006 made to Mr Davie (and to other
Redflex executives) were transitional arrangements with
shorter performance periods designed to provide a degree of
continuity of long term incentives to executives who
particlpated‘ in the Company’s previous long term incentive
plans.

The Performance Rights will vest into fully paid ordinary shares
ona 1 for 1 basis at no cost to Mr Davie (as is the case with
other Redﬂex exequtives) subject to satisfaction of
performance hurdles. The performance measure is the
Company’s relative total shareholder retumn ("TSR") |
perforr'nanoe compared with the TSR performance of a
comparator, group of companies in the S&P/ASX 300 at the
start of the performance period over the same period.!

The performanice hurdle has a threshald minimum below
which the Performance Rights will lapse. No Performance
Rights will vest if the Company’s TSR performance is Iess than
the TSR performance achieved by 50% of the companies in
the comparator group, and 50% will vest if this hurdle is

031300_ 0OKOTE
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i
reached The maximum number of Performance Rights will
vest if the Company’s TSR performance is equal to or greater
than the TSR performance achieved by 75% of the companies
in the oomparator group. If the Company’s TSR performance
i§ between the two thresholds the number of Performance
R.lghts that vest is determlned on a directly proportional basis.
‘.
£ [
Other *
The 223,750 Performance Rights subject to the resclution
represent 0.25% of the Company’s share capital of 88,596,979
ordlnary shares,
It is intended that the Performance Rights will be issued to
Mr Davie |mmed|ately on shareholder approval being obtained.
i

Mr Davie presendy has interests in 1,298,230 shares in the
Company

i s

The Company will disregard any vote cast on [tem 4 by Mr
Davie or any 'associate of him.

However, the Cornpany need not disregard a vote on Item 4

«! itiscast by a'person as proxy for a person who is

| enmiedlto vote, in accordance with the directions on

|_ the proxy form; or
o itis cast by a ‘person chairing the meeting as proxy

'ti for a person who is entitled to vote, in accordance

1 with a direction on the proxy form to vote as the

. proxy décides.

| !
5. AdopticEn of Remuneration Report
The Company’'s Remuneration Report can be found at Pages
24to3lin the 2006 Annual Report which accompanies this
Notice of Meetlng It sets out a range of matters relating to
the remuneration of Directors and executives of the Company.
A vote on thls resalution is advisory only and does not bind the
directors or the Company

Voting Information

The Company has determined that for the purposes of the
Annual General Meeting, persons who are registered holders
of ordmary shares as at 7pm on 28 November 2006 will be
voting members

i

Proxies |

1 [ A member: entitled to attend and vote at the Annual
{ ¢ General Meetmg is entitted to appoint one or two proxies
' to attend and vote on their behalf. Each proxy will have
the right to voteion a poll and also to speak at the
! meenng 3
2. A proxy need not be a member of the Company.

3.t member, wishing to appoint a proxy should use the form
iprovided. 'If a member wishes to appoint two proxies, a
'request should be made to the Company's share registry
lfor an acldlhonal proxy form,
'Where two proxies are appointed neither proxy may vote
|on a show'of hands and each proxy should be appointed

1

|
|
|
|

to represent a speoﬁed proportion of the member’s voting
rights. If the proxy appointments do not specify the
proportlon of the member's voting rights that each proxy
may exeruse, each proxy may exercise half of the
member’s votes. -

5. The mstrument appointing a proxy is required to be in
writing under the hand of the appointer or of that person 's
attorney and if the appointer is a corporation, in
aocordance with the Corporations Act 2001 or under, the
hand of an authorised officer or attomey. Where two or
more persons are registered as a member, each person
must sagn the proxy form.

6. Ifa proxy form is completed by an individual, or a '
corporatmn under Power of Attorney, the Power of |
Attorney Under which the form is signed, or a certified
copy of that Power of Attorney must accompany the}proxy
form unles the Power of Attorney has previously been
noted by the Company.

7. Tobe eﬁ'ectwe the proxy form (together with any
required supporung documentation (see above}) must be
received at the Company’s Share Registry in Melboume
not later than 10.30 am on Tuesday, 28 November
2006. Proxy forms received after this time will be invalid.
Proxy forms may be fodged by facsimile.

8. If a proxylis not directed how to vote on an item of
business, the proxy may vote, or abstain from voting, as
that person thinks fit. |

9. Ifa proxy‘ls instructed to abstain from voting on an item
of busmess, that person is directed not to vote on the
member’s behalf on a show of hands or on a poll, and the
shares the subject of the proxy appaintment will not be
counted m computing the required majority.

10. Members who return their proxy forms but do not
nominate’ the identity of their proxy will be taken to have
appointed the chamnan of the meeting. If a proxy form is
retumed but the nominated proxy does not attend the
meeting, me chairman of the meeting will act in place of
the nomlnated proxy and vote in accordance with
directions on the proxy form. Proxy appointments in
favour of the chairman of the meeting or any director or
the secretary of the Company which do not contain a:
direction v\fill be used to vote in favour of the resolutions to
be proposed at the meeting.

11. Members who do not plan to attend the meeting are
enoouraged to complete and return a proxy form.

12. A replacement proxy form may be requested from the
Company‘s share registry:

Computershare Investor Services Pty Limited
Yarra Falls! 452 Johnston Street

Abbotsford. Vic 3067

Facsimile ((|)3) 9473 2555.

Corporate Representatives

i
A corporate shareholder may elect to appoint an individual to
act as its representatwe in accordance with section 250D of
the Corporanons Act 2001 (Cth) in which case the Company
will require a Certlﬁcate of Appointment of Corporate
Representatnre executed in accordance with the Corporations
Act 2001 (Cth).| The certificate must be lodged with the |
Company before the meeting or at the registration desk on the
day of the rneepng The certificate will be retained by the
Company.
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SAM
MR JOHN SMITH 1
FLAT 123

b

|

| THE SAMPLE HILL
[ SAMELE £STATE

|
|
Al
|
|
'.

‘{ Alpfa?mtment of Proxy r

; P7 1he Cha]rmani '
' ’tl\a of the Meeting . OR

(mark with an ‘X))

Redflex Huldlngs Limited

123 SAMPLE STREET

. SAMPLEVILLE VIC 3030

iWdjbaing 2 metbarfs of Redﬂe: Holdmgs Limited and entitled to attend and vote hereby appoint

Al cormqlmdm to:

Computershare Investor Services Pty Limited
GPO Box 242 Melbourmne

Victoria 3001 Australia

- iries (within Australia) 1
‘Mark this box m_th an 'X' if you have made any changes fo your address details (see reverse) }K Enquiries (within Australia 300 850 505
I

(outside Austratia} 61 3 9415 4000
Facsimile 61 3 9473 2500
| ) www.computershare.com

Secuntyholder Reference Number (SRN)

A lllﬂllflllﬂllll

1 1234567890 1 N D

If you are not appointing the Chairman of the Meenng as

I
{

your proxy please write here the full name of the -—_—
lndmdual or body comporate (excluding the registered

Sewntyholder} you are appointing as your proxyl

or.fqllmg the individual or hody‘corporate named, or if no individual or body corporate is named, tha Chairman of the Meeting, as my/four proxy to act generally at the meeting on monur
beha]f and to vote in accordance with the following directions {or if no directions have been given, as the proxy sees fit} at the Annual General Mesting of Redflex Holdings Limited to b

1 held at/the 530 Collins Street Theatrette’, 530 Collins Street, Melbourne, Victoria, Ausiralia on 30 Noverber 2006 at 10.30am and at any adjournment of that meating.

]

I

' Voting dlrectlons to your proxy - please mark

"
to indicate your directions \

Item -2 Reielection of Mr Pelter Lewinsky as a director

! lten! 3 Re-;election of Mr Bruce Higgins as a director

N1

~ Item il App’roval of securities to Mr Graham Davie, CEQ
itam|5 Ret?uneralion Report*

i
|
b
j
{
i

.
! |

Tha Chairman of the Muﬁng intends to vote undirected proxies in favour of sach item of business.

For Against Abstain®

o JUn

OOt
OO

! rf‘you[mark the Abstain bux for a particular item, you are directing your proxy not to vote on your behalf on a show of hands or on a poll and your votes will not be
countad in compuhng the requtred majonry ona poll

Apﬂpl(iamtlng a second Proxy

lM'emhbappuntTasamdpmxy '
Mark with an X if you
: (T ( ;. wish'to appointa ' AND
qr second proxy. l '
. ]
t

% oR

[ ] State the percentage of your voling rights or the

. number of securities for this Proxy Form,

Individual or Securityholder {

1

Indeual!Sole Dlrector and
SO!e Company Secretary
In

i

Securityholder 2

1 ] |
LEASE SIGN HERE  This section must be signed in accordance with the instructions averfeaf to enable your directions to be implemented.
: b

Securityholder 3

Director

DirectoriCompany Secretary

addrl:ion to sugmng the Proxy form in the above box{es) please provide the information below in case we need to contact you.

l
i
i
!

H RDF‘,

Contact Name

1PR

Contact Daytime Telephone Date

TN1A0_0OKPIA I




tl,["':tl)w to comfalete this Proxy Form ! !
| 1‘ | . L |
| |

| :
Your Address
This is your address as it appears on the company's share register. If this information is mcorrect please mark the box and make the correctlon
on the form. Secuntyholders sponsored by a broker (in which case your reference number overieaf will commence with an 'x') should adwse your
broker of any changes. Please note, you cannot change ownership of your securities using this form.

Appomtment of a Proxy

If you wish to' appoint the Chairman of the Meeting as your proxy, mark the box. If the |ndw|dual or body corporate you wish fo appomt as
your proxy is someone other than the Chairman of the Meeting please write the full name of that individual or body corporate in the space
provided. If you leave this section blank, or your named proxy does not attend the meetmg the Chairman of the Meeting will be your proxy.
A'proxy need not be a securityholder of the company. Do not write the name of the issuer company or the registered securityholder in the
space.

| |

) [ ) .
Votes on Items of Business | l

You may dlreol your proxy how to vote by placing a mark in one of the three boxes opposite each item of business. All your secuntres will be
voted in accordance with such a direction unless you indicate only a portion of voting nghts are to be voted on any item by mserllng the
percentage or number of securities you wish to vote in the appropriate box or boxes. If you do not mark any of the boxes on a given item,
your proxy may vote as he or she chooses. If you mark more than one box on an item your vote on that item will be invalid.

' |
Appomtment of a Second Proxy I
You are entltled to appoint up lo two proxies to attend the meeting and vote on a poll. If you wish to appoint a second proxy, an additional
Proxy Form may be obtained by telephoning the company's share registry or you may copy this form.

]

To appoint a'second proxy you must;

@ rnd:cate that you wish 1o appoint a second proxy by marking the box.

{b) on each of the first Proxy Form and the second Proxy Form state the percentage of your voting rights or number of securities
1 appllcable to that form. If the appointments do not specify the percentage or number of votes that each proxy may exercise, leach
’ proxy may exercise half your votes. Fractions of votes will be disregarded. j

(c) retum |both forms together in the same envelope.

I
I
Slgmng Instructlons [
You must 5|gn this' form as follows in the spaces provided: ‘

Ir_tdlvrdual: where the holding is in one name, the holder must sign.

Joint Holding: where the holding is in mare than one name, all of the securityholders should sign.

F;ower of Attomey: to sign under Power of Attomey, you must have already Iodged this document with the registry. If you have not
‘ previously lodged this document for notation, please attach a certified photocopy of the Power of Attorney to this
" form when you return it.
Companies: where the company has a Sole Director who is also the Sole Company Secretary, this form must be srgned by

' that person. If the company (pursuant to section 204A of the Corporations Act 2001) does not have a Company
Secretary, a Sole Director can also sign alone. Otherwise thrs form must be signed by a Director jointly with either
another Director or a Company Secretary. Please indicate the office held by signing in the appropriate place.

! '

If a representative of a corporate Securityholder or proxy is to attend the meeting the appropriate "Certificate of Appointment of Corporate
Representatwe should be produced prior to admission. A form of the certificate may be obtained from the company's share registry or at
www computershare.com.

Lodgement of a Proxy )

This Proxy Form {and any Power of Attorney under which it is signed) must be recelved at an address given below no later than 48 hours
before the commencement of the meeting at 10.30am on 30 November 2006. Any Proxy Form received after that time will not be vahd for the
scheduled meetmg

| . o i
‘ |
F

1 i

pc_ttcumer_{ts may be Iodgedl using the reply paid envelope or: t
IN PERSON JShare Registry - Computershare Investor Services Pty Limited, Yarra Falls/ 452 Johnston Street, Abbotsford VIC 3067 Australia
BY MAIL| ;Share Registry - Computershare Investor Services Pty Limited, GFO Box 2|42 Melbourne VIC 3001 Australia

161 3 9473 2555
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ABN 96 069 306 216

MR JOHN SAMPLE

SAMPLE STREET ' ‘
SAMPLE STREET |,

SAMPLE STREET ° :

SAMPLETOWN VIC 3030

|
Redflex Holdengs Limited !
|
I

MR

GFU Box 242 Melb0||.|rne

Victoria 3001 Australia

Enquiries {within Austratia) 1300 850 :505
{outside Australia) 61 3 9415 4000
Facsimile 61 3 9473 2500
www.computershare.com

|
|

; . ACN 069 306 216

Redflex Holdings Limited

QUESTIONS FROM SHAREHOLDERS

Annual General Meeting Thursday 30 November 5006, 10.30am

Your':dueslions tir concems as a shareholder are important and we encourage you to rai
submit questions which may be directed to:

4l- !

; By fax to:

Ques'tion(s)

; By mail to:
' By emailto;

. \Managemem of the company regarding Redflex Holdings Limited generally and/for

|

. Emsl & Young, the company's auditor, regarding the content of its Audit Report or the conduct of its audit of the company’s
f nancial slatements for the year ended 30 June 2006.

We w‘ill endeai.foyr {o respond to as many of the most frequently asked questions as praclicable Huring the meeting as part of the
Chairrpan's and Chief Executive Officer's addresses.

[ .
Quesgons should be submitted no later than 5:00pm Monday 13 November 2006 as follows:

:
+61 3 9699 3566
PO Box 720, South Melbourne. Victoria, Australia, 3205
' marilyn.stephens@redflex.com.au

ise them with us. Please use this form to
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Mark the box with an X'

T

Where a choice is required, | X

i i
. |
HOIDINGI

Redflex Hnldmgs Limited
ABN 96 069 306 218

I.|I|I'I||I|I|I|||I|||I..||..II.I.||I.
'SAMPLE CUSTOMER

- ISAMPLE STREET

SAMPLE STREET
(SAMPLE STREET
'SAMPLE STREET
SAMPLETOWN TAS 7000

nnuaI Report

'
1
[

Al comespondence to:
Cumpulershare Investor Services Pty Limited
GPO Box 2975 Metbousne

| Victoria 3001 Australia
Enquisies {within Australia) 1300 850 505
{outside Australia) 61 3 9415 4000
Facsimile 613 9473 2500
web.queries@computershare.com.au
www.computershare.com

Securityholder Reference Number (SRN)

RN A

1 1234567890

|
IND

X

Annual Report Request

3 .
The company will automatically mail you an Annual Report each year unless you elect otherwise.
1

Please mark this box with an ‘X' if you DO NOT wish 1o recefve the company’s Annual Report.
You will, however, receive all other securityholder mailings including notices of mestings and proxy forms.
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il S N
s | f | |
'|How to complete this form | |
N [ | |
Annual R:eport Request :

!

: '

[
| ik
|

b

]

Can you heip us reduce costs?

We have many secuntyholders and it is costly for the company to produce and mail Annual Reports.
We are requnred to automatically mail you a report each year unless you instruct us otherwisa,

By mark;ng.the box overleaf you can select not to receive a copy of the companys Annual Report.

However, yo:u will still receive all other securityholder mailings including notices of meetings and proxy forms.

This instruction only applies to the specific holding identified by the SRN/HIN andlthe name appearing on the front of this Ifnrm.
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X Please return the completed form in the envelope

‘ [
Colmpulershare Investor Services Pty Limited

I L GPO Box 2975
| prowded or to the address opposite: Metbourne Victoria 3001
ol Nl i Australia |
l :  THTTRS 1 H +
L g ; ‘ '
1 : . [
o | - - T " T
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HOlDINGI

ABN'6 069 306

|

f SAM

FLAT|

‘ Dear Securityhol

—_— e —————— ——

—_— e ————— —

+ New :address'.
|

Please: ensure th
i
i.

-

|
!
l In addition, if you

)

‘ Yours smoerely

¢
!

” Redlex[Holdlngs lelted

2186

000001

123

der, ;

1
+ ASX-trading code;
+ Old address; and '

al the notification is signed by all holders and forwarded to our Share Registry at:

r holdlng is sponsored within the CHESS environment you need to adwse your sponsoring participant
(|n most cases this would be your broker) of your change of address so that your records with CHESS are also updated.

1

Hedﬂex Holdlngs Limited

o g
MR JOHN SAMPLE

SAMPLE STREET

SAMPRLE STREET

SAMPLE STREET
SAMPLETOWN VIC 3030

|
We have been trymg to contact you in connection with matters arising from your secuntyholdmg in Redlex Holdings L:mlted.
' Unfortunately, our correspondence has been returned to us marked "Unknown at lhe current address". For security reasons
I we have ﬂagged this against your securityholding which will exclude you from future mailings other than nolices of meeungs.

We value you as a securityholder and requesl that you supply your current address so that we can keep you informed

aboutqour Complany Where the correspondence has been returned to us in error we request that you advise us of this so
| that we may correct our records.

You are requested to include the following;

A
+ Securityholder Reference Number (SRN) or Holder |dentification Number {HIN);

g Namig of company 'in; which security is held;

Computershare Investor Services Pty Limited
GPO Box 2975

Melbourne Victoria 3001

Australia

All corregpondenca to:

Computershare Investor Services Pty lelted
GPO Box 2975 Melbourne

: Victoria 3001 Aust[alla
Enquiries {within Australia) 1300 850 505
(outside Australia} 61 3 9415 4000
Facsimile 61 3 9473 2500

. web.queries@compuiershare. com au
www.compuiershare. com

{
20 Ociober 2q06
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1 REDFLEX HICHUISHTS
i Profitable Performances
i&. | |
I o Anet profit befiere tex of $11.7 miltion compered
to & prefit of S84 milien for the previeus yeer.
] |
1 n
: 0 bsy.?}t@
$71.6 millen.
! and Ameridisaidien (EBIDA), wes sigiiiicantly
higher at $23.6 milltion comperad @ $16.4 millen
5 \
|
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' Finélhcial performance T Actual FY06  Actual FY05
K Revénue $m) ' | i 71.6 6.3
g |
t J 1 . : [ : |
Eamings befcire interest, taxation, depreciation and amortisation (EBITDA} (8m) | | 1 23.6 16.4
C y ! |
Operating profit after tax ($m) 1 ! 8.7 6.9‘
: ) ta
: X . .
. Resi‘earch and development costs as a percentage of operating revenue (%) . ‘l i | 6.5 7.?‘
b I .
, Weigtited avr'eragga number of shares (million) r 86.9 B4.4
I Ao ,
Basic Eamings per share (cents) ! 9.98 8.2
i !
. ‘ o ‘ !
! Eamings perﬁha{e based on earnings belore interest, tax, depreciation and armortisation (cents} 27.2 19.4
| ! 1 1
I S B
N |
‘ Fi‘nﬁnclal pd;’.ition 1 i
' Curfent Assets ($m) . { i 48.0 322
1 .
. . i ' |
Non:Current Assets ($m) ‘ : 65.5 52.3
R AT i
'r Cunrent Liabilities ($m) , ! ' 14.4 8.1
X Y , | :
Neri+Current Liabiities (m) 1 | 27.8 17.6
C I Lo \ .
. Shaireholders'.Equity-_(srn) ‘\ : 71.3 58.8
oo ]
! I
I.f : . [ :
oo | :
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NET PROFIT AFTER TAX ‘
1
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EBITDA GROWTH
|
I
i
!
I
1
|
|
1
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I i |
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y 1 |
| USAINSTALLED USA CONTRACTED CITIES .
| CAhiﬂERA BASE [
Y \ :
! I, Y !
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-*The 2003 and 2004 results have been shown on a pre AIFRS basis |
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Twelvelmonthslagollistatedlourcompany,was
generallylinlexcellentishapeYPleasinglyithati

islstilljthelcaselnotwithstanding]thathaving,
lovercomelthelchallengeslokthe}20057086,

financiallyearithelboardlandimanagement
havelalkeenlappreciationlofithelveryimany,
challengesithatiremain®

' FELLOW SHAREHOLDERS

Twelve monlhs}ago | stated our company was generally in exce!lent
shape Pleasmgly that is still the case notwihstanding that having
overoprne the challenges of the 2005/06 financial year, the board and
managemem have a keen appreciation ¢f the very many challenges

that remam j‘ -
1 i,
Tradrtronalty the mosr fundamental yardstick of commercial

' periormance is “net profit after tax” (NPAT). Itis pleasing to note

- that Rledflex 5 result in this regard set a new record for the company

i"

. showrlng a profit of AUS$8.7 million, an increase of approximately 25%.

lmpressrve as ihrs is, lhere is a more approprate measure for Redflex
which i |s even more atrractrve In I:ght of previously accumulated

: ; tradlng losses t'he 2004/05 result was subject to a lower rate of

taxatron Qur Australran tax losses have now been fully utilized and
thus srgnrfrcant tax Irabrlmes are now payable. That being so, itis more

: meamngful whenlmakmg year on year comparisons to consider the

relatlve pre-tax proflts ralher than the post-tax profits. This yardstick

- indi rcates a 200|5/06 pre-tax profrt of AU%11.8 million — an increase of
| A1%. Srm:lady pleasrng is that our enterprise is moving toward the

point where internally generated cash flow will fund our substantial
ongorng capitat expenditure.

'
: Inr:reasmgry the domlnam focus of our company’s activities is in

the erbhc safety arena more particularly in photo enforcement of
motorvehicle road laws. The benefits that motor vehicles bring to

" the worid are delrvered at a horrendous human cost in the form of

ihe g[obal road,lo‘ll. The vast and ever increasing level of deaths,
disablement, personal injuries and economic cost arising from car
accrdents constitutes an intemational epidernic that must be fought
with all possible vrgour A significan? part of such fight requires the

: relevaim authormes to protect the community by enacting and enforcing
‘ proper road safety laws. Redflex provides a wide suite of products
: and servrces to lhose authorities to assist in road safety enforcement

—_—— =

programmes Redﬂex delivers solutions that are equitable, thorough,
rehable technlcally sophrsucated and econcmically efficient. All
assocrated wrth 1he company should be proud to be part of an
organrzatron that mdrsputably provides a positive community benefit

: wherever its products arg employed. At the same time, excitingly, i

condu'cts a suocessiul and rapidly growing business that should, over
time, li,-e able to amply frnanclally reward its various stakeholders.

Our UISA operaiilon is commercially the most significant part of our
business. Over the 2005/06 year we increased our market leadership

iinthe .USA 5|gn|f|canlly with our installed base growing by more than

40%. ’Such rap|d growth and market leadership was, however, hard

| WO, rlﬂrs market leaders we were obliged 1o take on an ever increasing

‘ proportron of mdustry representation in such areas as fighting legal

cha!lepges to the mdustry. political negotiations in multiple states

i and fe'dera[ly road safety research, public education and general

quality of our product range and staff are first class and we are

1 ' I ]

}
|

community relat'rons We greatry enhanced our customer support
facilities. We were the frrst in thle industry to implement a dlsasrer
recovery plan i |n the form ofa co—locauon facility. We doubled our
sales team wrth*a view to takmg advantage of the fact that the industry
inthe USA is stql in'its commermal infancy. A revamping of our UsA
senior management structure was carried out. All of these sleps

] i |
were inevitably expensrve but necessary to deal with acknowledged
issues and pos:tron for fLrture growth Pleasingly, analysis indicates
that the costs of' these changes were largely absorbed over:tlme with
the second ha]floi the flnanmal year proving to be far more financially
successful rhanlthe first han That trend appears to be cont:nurng in
the 2006/07 nna|ncral year Busrness potential in the USA is enormous
and we will assiduously strrve to harness it.

The Australian traffic operatlon prowdes hardware and software
sotutions to our USA drvrsron anld additionally sells hardware/soirware
product 1o regulatory authontres throughout the world. We now

have market presence rn all Austratran states, in Europe, Asra and

the Middle East' This dnnsron of Redflex delivered record re'sulrs in
the 2005/06 financial year and srgnlilcan!ly contributed to lhe Group
result. The speed camera programme delivered on the Geelong
Freeway during rhe year |s the most sophisticated in the world and
has performed excellemly both i m its own right and as a reierence site.
Australia continues to be1 atthe 'Ieadrng edge of global road Isafety
technology and ‘for Redilex to be a dominant force in that market is a
great achievemnent.,

The Communrcatrons drwsron had a momentous year. Sadlythe very
large contract that had been won with the USFAA was termlmated
for convenience” by Lockheed for reasons not of our makrng The
contract had been srgmfrr:antly progressed by the time of lermnatron
and we were able to negotiate a favourable financial senlemlem
Significant downsmmg arlrd restriucrurlng were, however, required and
previously annoonced pllans to dlvest the division were revived. Such
divestment should be completed shortly.

Overall we remafn optrmrshc about Redflex's future prospects The

commercially well posrtroned Olur employees have worked drlrgenlly
and loyally for 1h|e company. We thank them for it.

Chris Cooper /

Chairman I
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dflexihasImaintainedlandladvanced]itsipositionlas]
Ipremiersupplierofiphotolenforcementisolutions
safetylinithelUSAlwithlalrecordirolloutiof]
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REV IEW OF OPERA"ONS FY2006

Ilei'

year ended 30 June 2006 has been an interesting one with

srgmf:cant pro'gress bemg made and, although it has alse been

cha[[er'%grng w1th Redflex facing new issues not seen previously,

is

_ove aII the result has been pleasing and we are sure that the company

wetl posttroned to oontmue to grow into the future. Redflex has

|
matntarned and advanced its posmon as the premier supplier of photo

—n

'ent rcement s‘olutlons for‘ public safety in the USA with a record rallout

new systems ny
1 r

[
ghlights for the year , ' :

|
' ome of the key hlgh!rghts for the year are;

| \
roﬁtable Group Performance

An[rncrease of 55% in Revenue from $46.3 million to $71.6 million:;

Anhncreas:!e of 45% in Earmngs Before Interest Taxation
I.Reprematron and Amortlsatlon (EBITDA) from $16.4 million to $23.6
million; | - i

Aft |ncrease ‘of 41% in Net Profit Before Tax from $8.4 miillion to

$11 B mrlhon g

1|5.n mcrease of 25% in Net Profrt After Tax (NPAT) from $6.9 million to
$8 7 mlllron

tI:or the trrst time, EBITDA exceeded the capital investment in
r?ew camera systems, and over the next tinancial year we expect
tlo reach the position where cash flow from Traffic operations is
suftucrent t6 fund the ongomg capital investment.

'nntl‘tlic Buelneee nghl tghte

Ft'edtlex Tralfnc Systems continues o hold the number cne posmon
in the US miarket in terms of installed cameras and new business

bemg won | | i

An mcrease 01 42%in Trafflc revenue from $37.7 million to $53.6
m:lllon : ! j o

Flk'n |ncrease ot 24% [rl Trafftc EBITDA, a key indicator of cash
generatron from operatrons from $16.3 million 1o $20.3 million;

I.Fltesplte a reqmred step increase in costs in the first half and
correspondmg margm pressure, and an increased number of
cameras out of commission as a result of iegislativelegat issues,

t e margrn‘recovered substantrally in the second hall, giving rise to
lfull yeas pre-tax profi in Traffic of $9.4 million;

JR

I
N |ncrease of 44% in the number of camera systems installed in
thre USA BL["Id Own O;Terate and Maintain market from 463 {0 667;
I
qB new contracts srgned W|th cities in the USA from 1 July 05 to the
end of September 2006 "
! K
|

—1

LI,

; |

1 h

.

R.IDFI..‘IX HOLDINGS LIMITED -
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b
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* Confracts in four new} states in the USA over the financial year;

* The first freeway speed camefas installed and operating on the 101
Freeway in Scottsdate Arizoha‘

* Contracts now S|gned for photo enforcement with all states in

Australia; ‘ r!
* QOngoing R&D |nvestment in new technology developments that

continue to place Fter‘:ttlex at the forefront of the industry.

Communications Buslness ‘
* Salisfactary settlemeht of the major FS21 contract which was
terminated 'for convenience'. {This seftlement resulted in a

substantial one-off oontribution o pri)fit in the first helf;

* Development of the new Swﬂchplus Gen Ml product nearlng
completion with the assrstance ofa START R&D grant from the
Austratian Government The Gen 1] product has already been sold
and defivered to a number ol customers

* New contract wins in the USA, a NATO country, Denmark and
Turkey. . ;

* The business is in the process of bemg divested, a process which
is expected to oomplete in the 2007 financial year.

»

USA OPERATIONS '

Redflex Traffic Systerns continues to lead the market in North Amenca
in new contracts awarded and system delwery and continues to lead
the industry as the largest supplier and operator of outsourced photn
enforcermnent systems in the USA'

New Contracts

In the USA, Redflex Tramc Systerns now has conlracts with 97 cities
across 16 states (as at lhe end of Septe‘mber 2006). Qver the period
4 additional states now mctude mobile epeed vans as part of the

contract, bringing to 8 the number of states with speed enforcement
programs







Tty

W3

e




e el

#£4 ' T

1: L

¥ S
if: 1
i

Laguna Woods, Califormia

' Bellwood, llinois

b

vk Contracts sighed since 1 July 2006.

s

‘Daverrpon lowa1

Trotwood Ohro :
Plano Texas i

) Y
rNewberg Oregorr I

Fnsco Texas ; o }

Knoxwlle Ternessee’ }
i

EAubt]rirn Washrnéton
Baldwrn Park Calrtornra
Spnngfretd Ohro !
New$rk Calrfornra
Lakewood, Washrngton‘

Los Alamitos, California
San Leandro, California
Rocklin, California
Loma Linda, Catifornia
Yuba City, California
Richardson, Texas
Denton, Texas

Griffin, Georgia
Columbus, Ohio
Duncanville, Texas
Brunswick, Georgia
Clive, lowa

Thomasville, Georgia

I

The 26 new contracts won over the ﬁnancra! year,
compared with 10 in the prior financial year, are

|
indicative of an acceleration in the emergmg

opportunitiesr

i

" New 1cr:m.tracts Wwere srgned in the foliowing 38 cities from 1 July 2005 to the date of this report I

5

I

Moult_rie, G;eorgia*
EI‘.Paéo, Texas *
Hape\rilte Georgia

‘ Presoott Valley, Arizona *

' Walnut Calrfornra

Unrversrty Park Texas *

St Peters, Missouri *

Lancaster,ICalrtornra *

Rirerside, balifor?ia *
Grand Praijrie, Texas *
Tifton, Gedrgia *

Fa;trmers Branch, Texas *
1 i

B

It

In addrtron extensrons 10 existing contracts have been executed. In the city of Ventura, California, an extensron was recejved in June for up to an
addrtronal 13 systems bringing the total contracted amount to 30. In the town of Paradise Valley Arlzona an extension of an additicnal system

r brrngs the total oontracted number of systems to 5. Conversely, Redflex ceased enforcement oomprlstng 2 camera systems at one rntersectron

in the Crty of Paramount California because of City political and financial pressures. Also, the program in V'rglnla Beach, Virginia, has now been
drscontrnued due to non-renewal of the enabling legislation.

Introducbon of the first fixed photo speed enforcement systems on a US freeway commenced in January for the 7.8 mile stretch of treeway in

Scottsdale Arrzona Lltitizing our new high resolution cameras and multiple speed verification processes the system performance and image
' qualrty has proven to be excelent. Since the pilot's enforcement period began on 22 February through to 30 June over 75,000 notices were issued.
Inltral results show a pleasrng improvement in driver behaviour and consequent reduction in he number of violations.

- The transrtron in Albuquerque New Mexico, from an initial pilot program 1o a full contract for |n|t|alty upto 10 camera systerns was expanded to 40

Fa

. The sales team was expanded during the year and sales staff are now stationed in gecgraphi
are openrng up across the USA.

-

3
* The use of externat consultants/lobbyrsts to assist with the sales effort in targeted regions was rnsbtuted in the

systerns |nolud|ng a flxed speed component as well as the addition of more moebile speed vans. !

|
Sales & Markeling

4

The 26 new contracts won over the financial year, compared with 10in the prior financial year

opportunrtres |

are: indicative of an aceeleration in the emerging

cally diverse areas to address the opportunities that

The |nroads achreved in the emerging Texas market, with 5 new contracts over the financial year and an addrtronal 4 subsequently, is a srgnrfrcant

start to developrng ourn;presence in the second most populous US stale. We also have a focus on Illrnors as another key state and are hopeful of

furthe'r contraots there in the near future.

we expect even hlgher levels of contract capture as a result.”

! .
. Installations L |

2 second half of the financial year, and

e average |nstallat|on rate was accelerated over the second half of the 2006 financial year fromi an average 13 cameras per month to 21 per

: month o

+

The rnlstatlatron base continues 10 grow with:

A 4@3 system§ rnstall_ed at 30 June 2005;

b : .
* 540 systeme installed at 31 December 2005; and

* 867 systems installed at 30 June 2006.

i
|

¢

The number of rnstalled systems includes cameras that may neot be generating revenues for reasons including: warning periods, delays in going live;
. Ieglslatrve rssues road work; or maintenance actions.

i
A

|
1 "‘ i
i i

j N
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pro;ects won, some of which have already been
delrvered and some of which are well underway.

|
|

;
E

' Growth Initlattves during the Period

The acceptance of phote enforcement has allowed expansion

. 01 act wttes to mtroduce additional speed detection into cities.

Thls aligns with Ftedﬂex s strategy to grow into the greater speed
entar ement market

L
The It::tl)lmp'any has increased processing capability to support

the FLIV contractls mcludtng the 101 Freeway project, and now
operates citation process:ng 24 hours per day, 7 days per week.
Thesel nitiatives come at a cost but are necessary to underpin

operatlonal F eneftts in the future. .

| |
Oth!aﬂona ‘Accomplishments

' Photonotvce -orn' a Redfléx initiative, is a website available to

vrolators foe c. bw them to view their viclation videos once a citation
is recetved l his websne was rolled out to all existing customers
durtng Febru !try and March 2006 with all new customers having
dccess at prc gram commencement. Prior to Photonatice.com,
Redfle:l:i( ';:)rowl ||ed I:mtted access o violation videos in a small
number of c:t 25 while it went through implementing extensive
secunty n‘ea IJres. -and database reconfigurations to secure each
vnotator’s peril:tnat data

|

The voluine o data and the imponance of that data for our
busmess”and or our customers has led to the establishment of
a co—loleﬁhon ecrhty This provides full offsite data replication,
enabltng the =t ita a]nd processing capability to be re-established
raprd 'n thee fent‘of a major failure at, or destruction of, our
pnmary pr'ocef smg location. This facility is in addition to a full
backup/!r” V? y prPgram secure off site storage, and disaster
recovery p!ans lhat prewously underpinned security of data and
contlnutty::]oi oq =rat|?n

Expande] pho\ ) enforcemenl produtts that were developed and
brought hd|mar, et tnclude the mabile red kight systerm deployed

in Texals erlnxec‘ laser systemn deployed in lowa; non-intrusive red
light detectllon Usedi |n Texas 5|tes and a mobile laser system used
in Oregon and'f wa We have received approval of the Redflex
speed van proc’ ict from the Intemational Assaciation of Chiefs of
Poltce (IACP) inl} he USA.

i
Leglslatlve Em Ilronment

The' pasl‘»t ye“ar h? 3 seEan some stgnmcent changes in the legislative/
legal envrrcnrneirlt in the USA and not only have we maved quickly
to addreslsl t'he ) w lsisues we have invested significantly in
deahng wrth theru In lpartlcutar '

* I the State c!‘ Ohto during the 2005 financial year, House
Bill 56 was inl: oduced Details were presented in our ASX
release: of 25! 1day 2005 At this stage the Bili remains in
Senate cxltmrr ttee stages, and has undergone a number of
revrsrlorltls Fnd |pdates inthe process. The ultimate outcome
of the process {I’or the Bill remains unknown, however the Bill
in |ts current 1( im appears to focus more on regulation than
prohlbmon Dfi ‘utomated red light photo enforcement;

Hl

IIIDFI-IX llﬂlbll 08 LIMITED

v

|
|
|

* Legislation in Virginia, which included a sunset clause requiring
our cameras in Virginia Bea‘ch to be tumed| off, has not been
renewed, and the program, comprising 8 cameras, has been

discontinued; ) i

* Asflagged in our ASX release of 16 March 2006, the program in
Minneapolis has been suspended. We rernain hopefu! that the
issues can be resolved and the program can be reinstated,

* Similarly, a court decision in relation fo a co]rnpetitor's program
and a subsequent appeal iniNorth Carolina have led to the
suspension of some of our programs at the request of cities
there. The issues are complex but we are worktng through
thern and are hopeful of a resolution that will provide a clear
way forward; I

* Inthe state of llinois, one of our projects has'i not yet received
approval to tum on cameras due to subsequent change to
state legislation. We expect the program to come on line
during the 2007 financial year; 1 |

* In Arizona, a number of bills were introducedl'in efforts to stop
the 101 Freeway speed enforcement trial. Nqne of those efforts
have been successful to date! However, we expect that the 101
Freeway systems may be turn|ed off at the en'ft of the 9 month
trial while the city of Scottsdale e\.ialuat'es the results beiore
determining the future of the program. , i

As a result of these and other i |ssues we currently have around

10% of our installed base of cameras not generatrng revenue,

We hope to have that percentage reduce over the year ahead.

To put this in context, these cameras represent about 3 months

of construction at our current rD||0lth rate. Of course they also

represent underperforming capital which is'a serious concern and

wa are actively involved in seeking solutions. ‘

There has been an investment in ant activities dtllring the financial
year and the use of fobbyists to assist in our rnarketmg effort and
to provide input to legislative outco'mes that couldiaﬂect the photo
enforcement business. Moreover, the use of iocal legal counset

in new states to provide oversight relative to local 6rdrnances is a
risk mitigation activity to minimize aEtton based on contradtctory
language between state and local Itlaglslallon

The loss of revenue from cameras that have been removed from
service, hopeiully temporarily, and the addltlonal costs incurred in
working through the complex issues, have both contributed to our
lower than expected marging and pr'ottt result tor the past financial
year,

AUSTRALIAN OPERATIONS ' 'I

It has been another strong year for Redflex Traﬂtc Systems in
Australia, with a number of s:gnmcant projects won, :some of which
have already been delivered and some of which are well underway.

With the addition of a contract to supply red ight and speed
combination cameras to South Australia, Redflex now has

'.
|
!
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i
|
|
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ntracts with every state in Australia. Redflex is working closely with
e Sc;)uth Australian customer 1o ensure a highly successful program
¢ the State.

—

=

I . .
 [Victoria, Redflex has installed speed cameras on the Geelong
F Ieeway Contracted in September, installed by December and live in
J | Jnuary, the system is a ﬂagshlp for new technology speed camera
fstems
1

LI eadlng edge Redflex 'E)dnt to point speed enforcement technology

" his b'een installed on the new Craigiebum Bypass north of Melbourne

I
g op the Hurfe’ FreEWay between Melbourne and Seymour. This
tt chnology uses optlcal character recognition of number plates to

1
t( entlty ‘each vehrcte and then determines those vehicles that have

bzen speedlng over the long distances enforced by the system.

-k =dtlex is also mstalllng more red light and speecd combination

c imeras throughout the State. The Stage 1 project was announced
ir !November 2005 and the Stage 2 project was announced in March
2 3J06.: This roll- out is well underway, with the program running to plan.

‘ F adflex has alsd installed a number of Railway Crossing Enforcement

¢ IimeI}as in the state of Victoria - another important initiative for the

ft lure.. ‘

|l Western Australia, the next generation of Redflex back-office

p ocessmg software is now operational. The system is used to issue
a td manage tickets for speeding, red light running and on-the-spot

f| les generated by police officers in the field. The system is large

‘s .ale.lweb-enabled and highty automated, to service the full needs of

a Tratflc Camera and Infringement Management operation.

H =dflex Bus Lane Enforcement camera systems have gone live
tl rough0ut New South Wales. This world-leading system detecis
v lhncles at multiple points along the bus lanes and then uses Optical

) G 'laracter Recognition to determine vehicles that are illegally using
‘ tl ose Ianes Speed cameras are operational in the Cross City Tunnel

o

|r! [Syd'ney and a number of additional fixed speed cameras have been
ir stall?d throughoul the state,

E ath moblle radar enforcement cameras and mabile laser enforcement
c imefas have been delivered to Tasmania; with software upgrades to
€ Iueer’tstand lhese round oul deliveries {0 every state in Australia this

ll 1anc:a] year.

5 rstems have also been sold to South Africa, the United Kingdom,
g audl‘Arabla and Bahrain.

Tr te Hedtlex research and development program continues to develop
p oducts to ensure world-wide Redflex market leadership. Highty

r(] Ilable and dupllcated speed measurement systems ensure the

a .curacy of prosecutions, new detection technologies increase the

ré hge:ot opportunities open to Redflex, and high performance cameras
ir. zrease prosecution rates and revenue streams,

F’ NANCIAL

C er the course of the year we announced that our debt facility with
l- arns NA Bank had been increased from US$13 million to US$19

n |Illon The facility was drawn to US$15.5 million at 30 June 2006.

T| te Group had cash and equivalents on hand of A$11.6 million at 30
Jl |ne 20086. !

| .
I
{

Development ofleadlr'ng edge techno!ogies to
support our world class service offering has
continued through the year. .

|
| '
We are plannrng for cash generated from operations to exceed the

capital mvestment innew cameras systems over the course of the
2007 financial year i ‘

I . .
TECHNOLOGY} AND PRODU?T DEVELOPMENT

Development of 1Ieading edge téchnologies 1o support our world class
service offering has_continued through the year, Some of the new
technologies developed include:
* New digital camera systems to enhance performance and expand
our range to enable us fo ol'[er cameras best suited to specific
applications; !

|
* Further enhancement o our Potnt-to-Potnt speed ottenng which
allows eltrcre?l enforcement ot speed over long distances;

* We have focussed on development of non-intrusive technologles
and the |nteg'rat|on of third party technologies so that we are able
to offer the complete range of field detection sensors fo meet
identified customer requnements

|
* The new Hedt‘lex»developed tlash technology has been deployed
broadly in diﬁerent configuraltions;

* A new enhanced speed van has been deployed in the USA,;

* Secondary (and tertiary) speed verification technologies have been
developed further

¢ OurBus Lane enforcement technology has been enhanced and
fielded. This technology is attracttng significant interest in Australia
and overseas

* Our world-best back office processing system including camera
asset management, oonflguratlon and comprehensive work
fiow management busmess process contred, and document
management for processing 'a broad range of infringements, has

gone live in the state of Western Australia.

We will continue o invest in research and development, with{the
targeted expendtture being approxlmately 5% of revenue for the year
ahead. Development that is expected to give rise to future benet~ its will
be capitalised wrth the caprtalrsed development amortised otl.rer aten
year period. The capitalised development is also tested for impairment
at each halt year, If the carrying, \value of elements of development is
nat sustainable, then that value is written down.

REDFLEX COMMUNICAT]ONS

Redflex Communications, tormed the core of the Redflex bustness
when it first cornmenced Over tlrne it reverted toa seoondary position
as the opportunmtres inthe Tratfuc photo enforcement and pubtlc

safety area were developed The board has decided to divest the
business and the process for thts is now well advanced. Whlen the
way forward is qune clear the market will be informed of the outcome.
In anticipation of this the busrness has been classified as a dlsposal

group held for sale’ in the accounts.

The Communlcatlons business made a significan! contnbuttcn to the
profitability of the! Group for the year ended 30 June 2006, hclawever a
substantial prop?nlon of that contribution was due to lhe Iarge FS21
cantract which was terminated tor convenience' during the year

The level of aclrvlty generated by that contract, which was valued at
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to i*ﬁe: ]surcess of the Redflex Group.
li

; .
approxrrri atefy 846 million dollars, was expected to flow through to
futlre yei 1s. | ;

R SO

The Com num'cahons business has won significant new contracts

rec my H .l’rd is well posrtloned to perform in its market area, paricularly
with he r Hease of the | new Sw1tchplus Gen Il communications
technolocy. | :
B0 g !
COf POI IATE GOVEHNANCE

The boani has taken ns Corporale Governance obligations very

' senousry mdlhas enhanced ns processes and carried out reviews in

(1R
a n mber of areas. In pamcular a group wide risk review has been

Tar ed om and the results rewewed by the board.

fy
|FIEMUNI RATION l , i
Remner atlon has also been asignificant focus for the group with the

Rgrnuner ition Strategy defined and refined to meet the needs of the
IG.roup‘ 1his has taken a S|gn|f|cant amount of time and effort by the
Ren]uner monICommlt‘lee in con]unctlon with our professional advisers,
Iar}lcl Ihais lweenﬂmade sornewhat complex by the desire to ensure a
degree o c0n5|stency globally while complying with legislative ragimes

the cor ntnes and states in whrch staff are employed.

The r\eFW| ong iTerm Incentwe plans were disclosed to the markel
rec '\tly More detail is in the Remuneration Report which forms a part
ofithe fori nal Dlrectors Repon

NI i

AM FIICl AN DEPOSITAHY RECEIPTS

The ADR orogram inthe USA has been in operation since April 2005,
The prog am provrdes a vehrcle for US based investors to acquire a
sec ntyt \at |s traced in lhe U3 market. Each ADR corresponds to

8 Redflew ordmary shares in Australia, and the ADRs trade as RFLXY

“on the O\I er Th The Counter (OTC) market in the USA. A relatively small

Im:x:nj;‘ber ¢ fADHs has been issiued by the Bank of New York; however

i
thle ﬂumtl Ier Orf. ‘ADRs on rssue is not representative of the investment
mlerest fi am the USA. Most |nsmut|ona| investors in the USA are free

io mvesl 1|rectly in the Australian market.

| TSI S
LO('K 1
AT |

Manager entPas budgeted for growth in the 2007 financial year We
are planr. lng to install more camera systems in the US than we did over

lthle ﬁ’aSt Fear&and to contmue to develop opportunities to exploit our
world- Iea jmg lechnologles in Australia and the rest of the world.

LI i
|Tr|1|e Burlc iOwn Operate and Maintain (BOOM) business in the USA is

it
Ivelry attra .uve however, we will continue to build our presence in other
parts of t |e world We contrnue to seek ta identify opportunities for

Ith:r:a BOQ1 % model outS|de the United States, and fee! that the benefits
Pfi a' 'fuII c Jtsourcmg approach can be demonstrated based on our
successf i expenence |n the USA.

L1

IOlnr':as'.-;e I,smgant ot the potenhal US market for outsourced photo-
Ier|rfo|rcen ent r’emarns that it cobld grow to represent a multi-billion

;dollar inc ‘l.lstry asitis ful?y built out over time. Redflex is in the premier
pos l|0n [ b caprtahse on that potential growth in the industry.

]T ';‘F{F ar¢ {no épecrflc opportunmes for growth by acquisition at this
stage h'an i our primary 1ocus is on organic growth in the existing

1

'.
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f s ur! portant rhatl take the opportunity to thank
thos’e] Jeople and organizations that have contributed

market, building on our superior solutions and premier position in the
market. However we w:II be alert te opportunities to grow shareholder

value by acquisitions in t‘he broad scope of our Traffic focus, We will
also continue to mvesngale opportunmes to offer new technologies into

our existing markets and 1o look for and develop new technologies.

We expect that the cash generated from operations in the USA will
exceed the capital requrred to mstall new cameras, based on our

stated plans. Consequentfy we expeci our borrowings for capital
investment for our outsourced photo enforcement solutions to peak n

the 2007 financial year and o be‘repard progressively, The support of
our financial partner, Har‘ns Bank, has been greatly appreciated and
has been crucial to our ability to continue to grow the business.

: : i
THANKS '
: t
It is important that | take the opportunity to thank those people and

organizations that have eontributed to the success of the Redflex
Group. Firstly to staff for their dedication and commitment, without

wham the company coul‘d not have achieved what it has. Also,
thank you 1o our customer& suppl ers, financiers, advisers, and
shareholders, and 1o my, fellow board members for their energy,

dedication and avallablhty 1hroughout the year. It has been an

interesting year and Redf ex is well positioned for better years in the
future. We look forward ‘to delivering enhanced shareholder returns
as the promise of the market in whrch we operate continues to be

realised.

Graham Davie
Chief Executive Officer

29 September 2006




I1IIFIE_CT0FIS' REPORT

Y our directors submit their report for the year ended 30 June 2006.

. ({ORPORATE INFORMATION

: ¢ Snsdlidated financial report incorporating the entities that it controlied during the year and as; detajlec{ in Note 22 to the accounts.

|
F edflex Holdings Limited is a company limited by shares and is incorporated and domiciled inL Australia. Redflex Holdings Limited has prepared a

i ‘

: 'Hwe Cf)nsclidated entity employed 329 employees as at 3¢ .June 2006 (2005: 270 employees)l !
; ) ‘
§'|IHECTOHS . ‘

TPe names and details of the company’s directors in office during the financial year and until the date of this report are as follows:

[ irectors were in office for the entire period unless otherwise stated.
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.substamral expenenoe in assisting companies involved in high growth phases of their development, and curremly carmies the role of Chairman of the

i
CHRISTOPHER COOPER - L.L.B,, B.Com. - (Non-executive Chairman) I

Mh(.l':‘ooper has practised as a barrister and solicitor since 1977. He has been involved in commercial Ireel estate development, and investment
management ¢ bs well as heing an owner and operator of aged care health facilities from 1985 to 2001. | Mr Cooper is also a principal and agent
melu]?ger for significant share investment portiolios and a director and manager of numerous private investment companies and trusts. During the
last three years Mr Caoper has not been a director in any other listed public companies. | ¢
! ; ‘

hoem oEBE"RNARDl - (Non-executive director) |

|
Mr Debernardl is a prominent businessman who has had significant success in a diverse range of businesses. His achievements include the
creahon ofa producl range within the horticultural industry, which continues to boast household name:recognition decades later.

|
Mr Debernardr has enjoyed further successes in the arena of commercial and rural property development in Victoria and Queensland. He brings

Redﬂex Flemunera!ron Committee; a key role in the future development of the company. During the Iast three years Mr Debernardi has not been a
dlreclor in any other Ilsted public companies.

PETE.R LEWINSKY B Ec, MBA, FCA, SF Fin — (Non-executlve director)

1

Mr Lewinsky hfas conducted a prwate investment banking and corporate advisory practice since 1991 followrng 12 years investment banking and
broklng expenence both in Australia and internationally. Mr Lewinsky has undertaken a range of corporale tinance ransactions and managed

& FIUT!'IbBI' of l'l"la]DF projects for the boards and shareholders of public, private and government organlzaisons drawing on his experience in chartered

aoc uritancy, mvestment banking, stockbroking and private practice. | .

QOvefthe last 10 years Mr Lewrnsky has held a number of board and audit committee appointments folr public, private and government
organisations: l ‘During the last four years Mr Lewinsky previously held a position as a non-executive drrector of Australian Wealth Management
"-"iTi]itrd (since February 2005%), a publicly isted company. [

I

r f

BRUCE HIGGINS -B Eng (Elec), MBA, FAICD - (Non-executive director) |

Mr H qgins has a background and experience as a company director and chief executive both within Ausrralla and internationally, spanning 25
years, in drverse companies ranging from technology and professional services, to control and autometron and defence and aerospace businesses.
Mr I- ogins was the recipient of Emst & Young Entrepreneur of the Year award in the Southern Caldomla region-June 2005 and was previously

admmed to Honeywell s highest recognition “President Club™ for outstanding management and team Ieadershlp over a decade.

mN
rlwe H,ggrns ha_s studied competitive advantage with Harvard University and has a Bachelor Degree in Iiilectronrc Engineering, Master of Business

ri\dministralion in Technology Management and is a Fellow of the Australian Institute of Company Direcltore

Mr Higgms was President and CEO of Redflex Traffic Systems Inc, a wholly ewned subsidiary of Red!lex Holdrngs based in the USA corporate
otﬁoes in Scottsdale Arizona, and led the Redflex Traffic Systems business globally from August 2001 lo December 2005 and remains on the board
oi Redllex Holdlngs Limited as a Non-executive director. During the last three years Mr Higgins has not been a director m any other listed public
rI:oIrlnpany. except for his recent appoiniment 10 the board of XTEK Limited (ASX XTE). .

l |
GHAHAM DAVIE BSe, ‘Grad Dip Mil Av - (Chief Executlve Officer) i
Mr Da\ne is lhe Chief Executive Officer of the Group and has previousty held the position of Manag:ng Director of the Communications business
sunce 1993, He has had ten years experience with the RAAF in engineering design and development, marntenance engineering, software
de'velopment and support specification of major systems, and project management. ;

Hig expertise also includes airborne avionics, flight simulation, avionics autormatic test equipment, air traffic control communications and control
sys1ems airport information display systems, and development of graphics software and system support. Dunng the last three years Mr Davie has
not been a director in any other listed public companies.

+ " 1 . ' '
‘ “ “ 1o I ; !

(|2?|nlllpany Secretary o
Mi!“?lILYN STEPHENS
Ms Stephens has been :he Company Secretary of Redflex Heldings Limited since it listed on the Australlan Stock Exchange in February 1997, Pnor

i
-t

. i 3
IIIIDFI.IX IIOI.'DIIIOS LIMITED
!

to,hatiMs Slephens was the Company Secretary and Administration Manager to various companies within the Red!lex Group for a pericd of 8 years.
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Directors’ Interests in shares and options of the company ‘

! :
?s at the date'of this report, the interests of the directors in the share capital and options of Redflex H?Idings Limited were:
|Dirgctor I ‘ Relevant Interest Number of
| ![ } over Ordinary Options over
| 3 Shares  Ordinary Shares
\ ChrIstopher Cooper : 990,996 0 !
+
IRI?Iﬁm Debernardl ) 3,255,264 0 H
t .
IPﬁIﬁr Lewmsky 44,116 0
|Bruce Higgins 32,502 0
Y
|G||rahham Davig 1,208,230 o
! f
DIVIDENDS i

The company dld not propose or pay any dividends in the year ended 30 June 2006 {2005 ~ Nil).

Al

i
PRINCIPAL ACTIVITIES

L .

The pnncupal actmues dunng the fnnanual year of entities within the consolidated entity were:

|

. FItowsron of red light and speed photo enforcement systems and back office processing services ff)r cmes and other municipalities

vEthln the USA by Fiedflex Traftic Systems Inc; ,

. Li?pntmu:ng development and commercialisation of traffic image processing software and associated traffic violation management
‘systems and hardware by Redtlex Tralfic Systems Pty Ltd; .

|
. Development and commercialisation of technologies associaled with voice and data digital swiiching and related communications
systems by Redflex Comrnunloailons Systems Pty Lid. l .

—— L R~ - —

e

’rreIlIr than the' proposed divestment of the Communications business disclosed in the financial repor as operatsons classified as a disposal

group held for'sale there has been no other significant change to these activities during the year,

OIIEIIRMING LAND FINANCIAL REVIEW ‘
i ‘
GROUP ovenwsw ‘ .

TIII ' "

Iex Holdmgs Limited has been in business since 1895. The company was originally involved in a number oi research and development
actwmes and was hsled on the Australian Stock Exchange in February 1997,

Thle company was involved in four different areas of development, and over the last four years this has been reduced to the two lines of
teclhlnology which form the principal activities of the business. After listing, the initial success of the Grloup refated to the Communications
busmess whloh is involved in the design, inlegration and instaltation of voice and data switching technologies, pnmanry for the defence and
ccmrlnerc:al markets. The business is predominantly project based and subject o the peaks and troughs assomated with being a project
business in thus inclustry. I

OVFI the last few years, the digital Traffic camera photo enforcement business has been highly suoceslsful with the company now enjoying
rlnzlatrhlel Ieadershlp in the North American market from a Build Own Operate and Maintain business model (BOOM) This business model is
noIv contracted in 97 cmes over 16 states within the USA.

The company also operates from within Australia, a digital Traffic camera photo enforcement business which supplies world markets with

camer and back office products. Revenue for this entity arises from sales of product and senvices.

The digital Trefflc camera pholo enforcerment business is capital intensive and delivers recurring revenues from programs with cities within
lhflal LIIISA i I

ThIS has now become thelcore business for the company after the Board decided that the Commumcatlons business be offered for
sa{e Eo allow the full focus and resources of the company to be applied to the digital trafiic camera photo enforcement business. The
Commumcanons busmess has therefore been classified as an “operation classified as disposal group for sale”.

1
Trafﬂc Highlights -} |

Revepue moreI'xsed 42% to $53.6 million from $37.7 million in the financial year ended 30 June 2005 fqr the red light and speed photo
enforpernent business. The Traffic division achieved a pretax operating profit of $9.4 million (excluding head office charges), compared with

the $9.8 mthoT in the prior year. \

|
: The company a!so recorded an impaiment charge of $550,000 relating to non-revenue producing cameras in some programs within our

uslf-\i Traffic business. | _
1"h5 cash generanon from this business unit is evidenced by a 21% increase in EBITDA up from $16.4 million 1o $19.7 million excluding head
offi o8 charges! ' |




. Redfex Trafﬁc Systems USA business '

Redflex Traffic Systems Inc (RTS}, based in Scottsdale Arizona, is the largest provider of d:gltal red light photo enforcement services in the
USA, and operates within the large and diverse USA photo entorcement market via a Build Own Operate and Maintain (BOOM) business
model.

|

The number of USA cities under contract since 30 June 2005 increased from 60 cmes to BY as at 30 June 2006, spread across sixteen
states, including three new States, Texas, Tennessee and Washington. Instafled photo enforcement systems increased from 463 10 667 at

H year end (204 systems constructed, less 5 systems decommissioned due to Ieglslatwe restrictions and city requirernents). 77 systems were
| installed in the first half of the financial year and 127 in the second half of the financial year.

' Revenue increased 35% to USD31.3 million (ALID40.12 million equivalent) from USD2|4.2 million (AUD29.72 million equivalent) in 2605,

arising predominantly from a 44% increase in the installed camera base. |

Revenue for the red light and speed photo enforcement business was adversely alfec:ted by suspensions to some city programs. The
company has recorded impaiment losses of $550,000 in relation to non-revenue producing cameras (predominantly Virginia and
Paramaount CA) where the short to medium term likelihood of reinstatement is low. Those affected were:

.~ * The State of Virginia, which previocusly had legislation allowing the use of photo enforcement cameras, allowed the legistation to expire

and has not renewed it. The program in that State, comprising 8 cameras, has now been discontinued.
: | )

* Certain cities within North Carolina are covered by legislation determining the distri bution of proceeds from camera based fines. A court
interpretation of the legislation has created a situation whereby the cities may have to distribute more than the fines collected. There
are currently 20 cameras under contracts that have now been suspended from operahon pending a challenge to this interpretation.
Contracts have had a time extension added on to the contract terms to compensale for tha suspension pericd. The resumgption of these
programs cannct be influenced directly by Redilex and at this stage is indeterminable.

* filincis legislation was amended during the year effectively disallowing the use of fixed speed cameras. In addition, the previous
restriction allowing red light photo enforcement programs tao cities with in excess of 1 million people was lifted, Redflex currently has
a coniract with one city involving 6 cameras initially established for speed enforcement; these will be converted to red light photo
enforcement cameras. The revised contract is expected to be revenue generating from 1 February 2007.

* In Minneapolis, a judge has ruled that current State legislation conflicts with and ogferrides the local City ordinance. This has caused a
suspension on the ability to use photo enforcement technology in its curent form in that State. The City has challenged this ruling. If the
challehge is unsuccessful the program can potentially be changed from “owner orpus* to “driver onus”. This would require the addition
of face cameras similar to the programs run in some other states. It is expected that this program, which entails 16 cameras, will be
reactivated in the future although the timing cannot be specified.

. Redflex Traffic Systems Inc invested significant resources and investment inio development of new camera systems and technologies

during the year, This investment related {o both road based sensors and non intrusive based detection systems, for both speed and red

light applications and high resclution digital camera systems that lead the market in slys!em performance.
' ]

Redflex Traffic Systems Pty Lid (RTSPL) Traffic business - (Non USA - Australlla, Europe, Asla and South Africa)
In Australia, Redflex is the market leader for photo enforcement products.

Revmﬁe'generated from sales of camera systems to third party customers increased 104% to $11.6 million from $5.7 million in the prior

year.

In addition the company manufactured over 300 camera heads for use in the RTSI USA BOOM business.

During the year Redflex was selected to install Speed Enforcement Camera systems on the Geelong Road in Victoria. The systems were
installed and became operational in January. Redflex also completed the trial of the I?oint—to—Point Speed detection systems in New South
Wales. A similar project is being installed in Victoria and highlights the future potential of this product.

. Work alsO continues on the $3 million contract with the Western Australia Police Servn?e Redflex is writing a full back-office for all raffic
- enforcemient activities, which effectively networks all steps of the enforcement process and allows more operator efficiencies across the
- systemn. The system has passed phase 1 testing and is in use. Work will be cornpleted on the system in the next financial year.

Cur development program continues to target development of products to maintain and extend our competitive position. The total number
of systems and software supported under maintenance contracts in Australia has grown to in excess of 200 systems.

Red Iighthpee_d combination units were also installed in Victoria as further orders were received for an additional 26 units.
The con'u!:)any won its first major order with the South Australian government for the Sll.lpply of Red light/Speed combination cameras
Redflex Communlmllom Systems

I
Redflex Communlcanons Systems Pty Ltd had a particularty strong first half in the year ended 30 June 2006, contributing to a strong full year
pretax profit (excluding head office charges) of $6.0 million on revenues of $17.5 mnlllon This represents a profit increase of $4.7 million on

- the 2005 result. -

The resuit was significantly affected by a $46 million contract with Lockheed Martin tc:I provide communications systems to supply voice
and communications equipment {or the Federal Aviation Administration's Flight Sennce Stations of the 21st Century (FS21) Project. This
contract was received in July 2005 and reached approximatety 35% completion in the first half of the financial year, at which time the
customer used a “Termination for Convenience” clause within the contract to cancel the contract,
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Desplte reoelwng a substantlal protit on the contract termination, the business had to be downsized 1o the size of operation-it was prior 1o

hﬁtlfaontractvr'ln Accordlngly the second hall of the financial year was adversely affected with the busingss only now starting to enjoy a
org determlnable p|peI|ne of work

I
e fevenue increase can be aftributed to the growing number of successful installations and the commerciali$ation of the Switchplus

1
energtion 1Nl brodum despite the effect of the FS21 contract cancellatlon

N ‘

i Redflex has contlnued the progress with its third generation voice communications product with suppPrt flrom an Australian Government
5 START grant. The development is now more than 95% complete, and the balance of the $2.6 million grant and our development activity will
: F‘il ft.||lfy utilised to complete the project eary in the next financial year. '
' Tl}p 'Comrnunlcatlons business has been offered for sale to allow the full focus and resources of the company 1o be applied to the digital

traff c camera'photo enfotcement business. The Communications business has therefore been classified as an “operation classified as

i T:hisplrsal group held for sale”. ‘
T L ' |

‘ ?ﬁﬁRATING{HESULTS FOR THE YEAR \
; |

The: ompany showed revenue from continuing operations of $54.1 which was up 43% on the prewous financial year (2005; $37.9 million).
[ T e]mcrease |n revenue was predominantly due to an increase in the number of revenue generating camera installations within our USA
! Btiuillciil Own OpFrate and Maintain business. The aperations classified as a disposal group held for sale contributed significantly to the Group
result Ihowever those results were impacted by the FS21 contract that has adversely affected perforrnance in 1he second half of the year

endad 30 Juné 2006.

Thf ,onsolldated operatmg proflt of the consolidated entity for the year ended 30 June 2006 after income tax was $8,655,924 (2005;
cz1 200). | . ‘ ,

|
iThle :)peratlng loss of Redflex Holdings Limited for the year ended 30 June 2006 after income tax was 374 637 (2005: loss of $804,441).
|
|

—3-3-

=83

‘

L)
' I L 2006 ‘ ’ 2005 % change

I | B ‘ '
A e $000 ‘ T $000
j l\iia profit frorln total operauons before impairment loss 9,206 16,921 33.0%
. L?s 5 Net profllt from operanons classmed as a disposal group held for sale 4,183 - B5S
: Llri,-ss Impalrment toss | ! 550 l! 0
Net p.roht frqm conllnmr]g_ atlzﬁvilias 4.473] i 6,066 {26.3%)
' \ -

R wenue and pretax results were generated from the primary business segments as follows:

! \
' 4 . t

: ‘ . g 1 2008
o : | i Revenuel:s  Pretax Results
- |Bugiriess Se'gments . $000,  $000
, l Fiielc flex Trafflc Systems Inc ' 41 ,9;56 6,1 47l
; F}ﬁc flex Trafflc Systemns Pty tid 11 ,6%7 i 3,278|
‘ Fi:ecflex Holdrllngs Limited 5?7 (3.052)
' . (?Iperatlons classified as a d|sposal group held for sale 17.592 . 5,831 ,
, Fmance Charges (nel] ; , ‘ 0 ! (435)
] 1 b | 71842 . 11789
| By RN o
; Revenue we:e Qenera_tetzi from the secondary geographical business segments as follows: ' .
, g | S 2006 [ 2005
i | |Geographical Segments revenue $000 1 $000
. A;i_llstraha { ' i 10,1?9 ; | 787
+ | United States P ’ 56,923, ¢« 35,192
! dlnauocated 1 S 4560{" 3489
_ ‘ | Cod 1 : 71 .6‘%2“; | 46,332
. | Operations qlassified asa disposa] group held for sale {17,502} . (8,389)
: ! i .
: (;!onsohdatec}i antity salés from ardinary activities excluding operations classified E
I |asa dlsposal group held for sale and non-segment revenues 54,1404 37,943

4
|
j
!

o N : :
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Segment revenue reconciles to revenue from total operations as follows:

Revenue First half Second half 2006 2005 % change
' $000 $000, $000 $000
Reveh:ue from continuing activities - |
; ~UsA Trafﬂc business 17,582 24.374‘ 41,956 32,051 31%
Austr'a_lia;n t(affic business 5,457 6.170‘ 11,627 5,677 105%
Head Office Interest income 384 173} 557 215
Reve'n'ue from continuiﬁg activities 23,423 30.717‘ 54,140 37,943
Revehfue from Communications business 13,163 4,339, 17,502 8,389
Revenug from total operations 36,586 35.056‘l ' 71.642! 46,332 55%

|

The earnings before interest, tax, depreciation and amortization (EBITDA) reconciles io EBITDA from total operations as

. follows:
‘ Firsthall  Second halfl 2006 2005 % change
$000 $000¢ $000 $000
EBITDA from Traffic business 8,814 11,444/ 20,258 16,325 24%
Head Office costs (1.600) {1.422) fi (3,022} {2,299)
Impaimment charge 0 (550) " (550) | 0
' 7214 9472 ’I 16,686 14,026
EBITDA from Communications business 6,111 809 ‘Fl 5,920 2,325 198%
EBITDA irom total operations 13,325 10,281 . 23,606) 16,351 44%
The net profit from operationsa recenclles 1o net profit from total operations as follows:
PreTax Profit First half Second half 2006 2005 % change
$000 $000 $000 $000
Net ptoﬁt from Traffic business 3,785 5,634“ 9,419 9,505 (1%)
Head Office costs {1,165) (1,887) ii {3,052 (2,370)
Impairment charge 0 (550) !l (550} 0
' 2,620 3,197ﬁ 5817 7.135
Net profit from Communications business 5,725 227|| 5,952 1,222
Nat profit before tax trom total operations 8,345 3,424/ 11,769 8.357 41%
: I
The nit profit after tax reconciles to net profit from total operations as 1ollowa|:
After Tax Profit First half Second half 20086 2005 % change
K $000 sooo| $000 $000
Net prbﬁl from continuing activities 1,400 3,073 4,473] 6,066 (26%)
Net piofit from Communications business 4277 041 4,183 855
Net profit after tax from total operations 5677 2.979!: 8.656] 6,921 25%

Shareholder returns

The Group is pleased to report that the operating results before operations classified asa disposal group held for sale show substantial
improvernent over the prior year although not necessarily evident in the current share

measures for the current year shows the following:

price. The significant improvement in most {inancial

. : 2006 v 2005 2004 2003
Basic éaming per share {cents}) 9.96 8.20 4.36 (6.60)
Net Tangible Asset backing per share {cenis) 75.6 59.3 53.7 52.6
Return on assets {%) 76 8.2 5.6 8.3)
Return on equity {%) 12.0 11.8 6.7 (10.2)
tet Debt/equity ratio (%) 59.1 3.7 20.3 222

L 3511 253 0 0

Available franking credits ($000)
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th!a SA Traﬁlc division.

HETETEE | , '
| { '
Thfa current share price does not necessarily reflect our improved performance. Legislative and polltlcal concerns within our USA Traffic
ope tion haw!a adversely affected our capacity to maximize revenue from the installed base ot cameras within contracted cities in the USA.
Tf}ISFhEiS caused a temporarily suspension of some of these programs involving up to 60 camera systemns. We believe the share price has
bee1 adversely affected by this event, despite increasing our rate of new camera installations to record levels. Note that 2003 and 2004
mec sures are on a pre AIFHS basis. .
‘ 1
|Li .lldity and capltal resources

consohdated cash flow statement illustrates that there was an increase in cash and cash equrva]elnts in the year ended 30 June 2006 of
$3 9 million. (2005 $5.8 million). The increase in cash-flow compared to prior year is caused by a number of factors.

3?:—: :

Operailng actl‘wtzes generated $20.4 million of net cash in-flows. The increase in comparison to 30 June 2005 related to the highly profitable
ope ating result for the Communications division. A substantial contract was terminated mid-term by a customer under a “Termination for
Conve_mence "clause within the contract.

|
'I'h| net increase in the'cash flow from operating activities is offset by a net increase in the cash used‘for investing activities of $26.6 million,

+~'hl was malnly attributable to the successful installation of 204 camera systems under the build own, operate and maintain business in

The[e wag aJso an increase in cash flow from financing activities during the year arising from increased borrowmgs from our USA based
baniers. ]i . .

|
| p -
! v

Agset and Capital structure '

! Operations

1 . classified as a

1 ! Continuing disposal group )
‘ f operations held for sale Total operations
Rl i . 2006 2006 2006 2005
! v
| { ' $000 $000 | $000 $000
lete!retst beanng borrowmgs (22,070} of {22,070) (12,676)
G'.‘a?h and shoﬂ term depostts 11,564 653 l 12,217 8,344
et debt [ , {(10,506) 653 ‘ ] (9.853) (4,332)
Total equity o ! 71,306 58,814
Total capital employed [ ' 61 ,453] 54,482

Gelgrlng %) | _ (_!r_ 13.8%| 8.0%
| i

| . ) '
|The level of gearing within the Group is within accepiable, albeil low, limits considered acceptable by the board,

! | . !
|Slham: issues during the year
|TheI only shares issued during the year were those arising from the conversion ot options and share based paymenls pertaining to executive

IrciT'Tnera'mn Delalls are shown within the Remuneration Report.
1
|Islt; ue of Options '
|Th'e company did not issue any options during the year ended 30 June 2006 (2005: Nil). As atthe date of this report there were 2,135,000
url'i|s|sued shares under options. Refer to Note 15 for further details.
i

\'Plr’n rile of Daﬁbts '
[ i

} e| level of Group borrowings has increased over the last year. The only major funding facility within Ithe Group exists within the USA Traffic
‘ e nsg|on Theliacility is a USD19 million (AUD26 million) revolving line of credit established to permit trlua installation of capital intensive
‘camera systerns into the USA. The facility is required to fund that pan of the capital expenditure that cannot yet be covered by the cash

ger erated irom operallng activities within that business unit. The facility does not have to be repaid umll 20 August 2008. It is expected that

“t e ferm of thus facmty wull be extended prior to that time,

Capital expenditure
Under the terrns of most contracts in the USA traffic division the company is required to fund all the eqmprnent and installation costs for
Icamera systems installed in the USA. With 204 new camera systems installed during the year, capnal expenditure of $22.7 million was
||ncurred Th|s is hlgher Lhan that incurred in the prior year when 163 new camera systems were instalied,

The USA traﬁm dnws:on owns the capital assets within the injersections and derives recurring revenue streams by way of a fixed or variable
n‘lomhty rental based on red light ticket infringements issued or paid, or a monthly fixed fee. .

I
!1'r|easury pollcy '
ITI}A' Group ha[ts established a treasury function co-ordinated by Redftex Holdings Limited, responsxblq for managlng the Group's currency
nsks and finance facilities. The treasury division operates within policies set by the board and the bo?rd is responsible for ensuring

§l
ma1agement s actions are in line with Group policy.

!
| |
| .
|




Hedging is undertaken through the use of foreign exchange contracts and hedges where 5|gn|f|can1 exposwres exist. The interest rate
expostires remain unhedged in line with Group policy.

Risk Managemenl
1 The Group takes a proaciive approach to risk management. The boardis responsnble for ensuring that risks, and also opportunities, are

identified on a timely basis and that the Group's objectives and activities are aligned wnh the risks and opportunities identified by the board.

The Group believes that it is crucial for all board members 1o be part of this process and has established a separate Audit and Risk
Management Committee. |

The board regularly monitors the operational and financial performance of the company and the consolidated entity against budget and
other key performance measures. The board also reviews and receives advice on areas of operational and financial risks. Appropriate risk
management sirategies are developed to mitigate all significant identified risks of the business.

The board has a number of mechanisms in place to ensure that management's ob]ectwels and activities are aligned with the risks identified
by the board including implementation of board approved operating plans and budgets and board monitoring of progress against these
budgets, ‘including the establishment and monitoring of Key Performance Indicators (KPIs) of both a financial and nor-financial nature.

‘
Statement of compliance l

This report is based on the guidetines in The Group of 100 Incorporated publication éuide to the Review of Operations and Financial

Conditiori} |
L

S!gnlﬁwlnt changes in the state of affairs

Total equity increased from $58.8 million to $71.3 million, an increase of $12.5 million.! The movement was largely due to the result of
increased profits and an increase in the foreign currency translation reserve arising frorn the falvourable movement in the exchange rates

. between the 30 June 2005 and 30 June 2006 batance dates.

The board has decided to divest the operaticns of the Communications division.

Slgnlficant events afler the balance date
There were no after balance date events of significance not otherwise dealt with in this report.

Likely developments and expected results

The most S|gn|fr.am growth for the ensuing financial year is expected within the Traﬂlc division. The company has set internal installation
rates for cameras within the USA which can be met largely from existing contracts and selectlons This growth will be funded from cash
generated from operations together with appropriate debt funding.

Environmental Regulation and Performance
The directors are not aware of any breaches of environmental legislation affecting the industry in which the Group operates.

Shares issued as a result of the exercise of options

The funds raised, being the exercise price, pursuant to the share issues through conversion of options have been used to improve the
Group's working capital position.

Tax Consolidation

For the purposes of income taxation, the directors of Redilex Holdings Limited and i:sI 100% Austratian owned subsidiaries have formed a
tax consglidated group from 1 July 2003. Memnbers of the Group have entered into a tax sharing arangement in order to allocate income
tax expense to the wholly owned subsidiaries on a prorata basis. In addition the agreement pravides for the allocation of income tax
liabilities between the entities should the haad entity default on its tax payment obligations.

1

Indemnlﬂcatlon and insurance of directors and officers

The company has agreed to indemnity the current directors of the company: Chris Cooper Robin Debemardi, Peter Lewinsky, Graham

Davie and Bruce Higgins, and the Company Secretary and all executive officers of the company and of any refated body corporate, against
any liability that may arise from their positions within the company, The contract of i msurance prohubns dlsclosure of the nature of the kability
indemnitied.

Redflex Holdings Limited, being the ultimate parent entity paid premiums in respect o_f directors and officers fiability insurance during the
financial year. The contract of insurance does not include details of premiums paid in respect of individual officers of the company and
prohibits disclosure of the amount of the premium paid.

The company has not otherwise, during or since the end of the financial year, indemnilfied or agreed to indemnify any auditor of the
company, or any related entity, agains! a liability incurred in their capacity as an auditor.

Ethical Standards

The consolidated entity has in place a Code of Conduct that identifies the approprlate protessmnal conduct for its dealings with
shareholders, management, employees and other persons. The self-regulatory measures contained within this code are important in
increasing the awareness of shareholders, and others who deal with the company, that Redflex Holdings Limited takes responsibitity for its
own conduct so that they may feel confident as to the integrity of the cormpany and its decision making processes.

‘ . ANNUAL REPORT 20606
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!
II 1
Th|e Code of Conduct has been implemented by the board of directors who review compliance with the code and review its contents on an

ongomg ba5|s

RN

|Tt|19 |Code currently includes standards that cover respect for the law, integrity in all workplace and external dealings, diligence and quality
and equal opponumty |01her standards and policies cover in more detail the provision of a safe and heal:hy workplace, fair empioyment
practlces and share tradmg by employees and directors.

ik

Corporate Govemanoe

InI :racogmsmg the neecll for the highest standards of corporate behaviour and accountability, the djrectors of Redflex Holdings Limited
support and have adhered to the principles of corporate governance. Redflex’s comporate governance statement is contained later in this
Dfreclors Repont. i )
l l

HEMUNEFIATION REPORT .

Trﬂs report oulthnes thelremuneratlon arrangements in place or currently under development for directors and executives of Redflex Holdings
Limited and its submduary companies.

Hemuneratlon Phllosophy

I‘I'hle pedormance of the company depends upon the quality of its directors and executives. To prosper, the company must atiract, motivate
!and fetain hug'h!y skulled d:rectors and executives. !

Tothis end, thle company\embodms the following principles in its remuneration framework:

!

. [ﬁrqvide cdmpetitive,reiwards to attract high calibre executives; Co
| ‘ ‘

*{| Link executive rewards to shareholder value;

it i

: Ly |
Have a significant portion of executive remuneration “at risk” dependant upon meeting pre-determined performance benchmarks; and

|

Establish appmpriate demanding performance hurdles in relation to variable executive remuneration. ’ '

-

b A
mulneratlon Committee

|
A Remuneratlon Commmee has been tormed to review future remuneration arrangements for the directors and executive team. The Chiet

E)iﬁuﬂve Officer's remuneration is determined by the board.
F 3
The Remuneranon Commmee assesses the appropriateness of the nature and amount of remunera'non of directors and senior managers

or'l'.';;t1 regular ba5|s by reierence to relevant employment market conditions with the overall objective of ensuring maximum stakeholder
benefll from the retenuon of a high quality board and executive team.

i
The Remunerallon Comm:tlee has retained international consulting firm Mercers to advise on and reoommend improvemenis to the
remuneratlon strategy and processes, to confirm that practices and approaches meet established best practice, and to benchmark
remuneration _arrangements against the industry and markets in which we operate.

Remuneration struciure

In accordance with best practice corporate governance, the structure of non-executive director and senior manager remuneration is
|separale and dlSl inct. i .

|‘ {

NON- EXECUTIVE DIRECTOR (NED) REMUNERATION

omo;.-cuve ' 1
TTe‘board seeks to set aggregate remuneration al a level which provides the company with the ability to attract and retain directors of the
ighest cahbre whilst incurring a cost which is acceptable to shareholders. :

Il L

S i'ulcture : ! '

| ' . .

Tr e Constitution and me ASX listing rules specify that the aggregate remuneration of non-executive dlirectors shall be determined from time
to t|me by a general meenng An amount not exceeding the amount determined is then divided among the directors as agreed. The latest
delermmatlon was at the Annual General Meeting held on 25 November 2605 when shareholders approved an aggregate remuneration of

$400 000 per year } )

—_—-

Thelamount cf aggregaie remuneration sought to be appraved by shareholders and the manner in which it is appomoned between
direlc tors is rewewed aqnually The board considered advice from external consultants as well as the fees pald 10 non-executive directors of
comparable compames when undenaking the annual review process. :

|
Ead d|rector recefves a fixed fee for being a director of the company. An additional allocation is made for board committees on which a
dlrector sits. The payment of additional fees for serving on a committee recognises the additional ttme commntment required by directors
d serve on one or more sub committees, |

The DbjGCtIVB of the remuneratlon strategy for non-executive directors is to pay a total fee reflecting the S|gn|f|cant contribution of time and
ekiile of directors. This ‘wﬂl operate by setting a total fixed sum for non-executive director fees benchmarked hy our external consultants

'agalnsl comparable companles listed in the S&P/ASX 300. Non-executive directors are encouraged to hold sr?ares in the company as it is
conadered good prachce for directors to have a stake in the company on whose board they sit.

REDFLEX HOLDIHGS LIMITED
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SENIOR MANAGER AND EXECUTIVE DIRECTOR REMUNERATION
Objecliv]e

The company aims to reward the executives with a level and mix of remuneration commensurate with their position and responsibilities

within'the company so as to: :
! . |

* Reward exécutives for company, business unit and individual performance against targets:set by reference to appropriate benchmarks;

* Align the interests of executives with those of the sharehelders; | |

| .
* Link reward with the strategic goals and performance of the company; and |

* Ensure total remuneration is competitive by market standards.

Structure

In detelrrﬁinihg the level and make-up of executive remuneration, the Remuneration CPmmﬂiee engaged an extemal consultant to provide
|ndependem advice both in the form of a written report detailing market levels of remnnerahon for comparative executive roles as well as the
partlmpanon of the independent consultant in the meeting from which the committee makes its recommendations to the board.

i
Com ponents of the employee remuneration strategy are:

* Fixeg Remuneration (FR) ‘ '
1

* Variable remuneration - Short Term Incentive {STI) !

i
. Variabferemuneration Long Term Incentive (LTI)

The proportlon of fixed remuneration and variable remuneration (potential $Tls and LTIs) is eslabllshed for each senior manager by the
Remuneratlon Committee. ‘

Inthe year ended 30 June 2006, a cornbination of FR and STls in the form of a cash bonus |n addmon to the vesting of options issuedin
the year ended 30 June 2004, formed the basis for executive remuneration. . i

Fixed IFI‘er"nuneralion (FR)
Objec'tive . :

- Fixed remuneratlon is to be reviewed annually by the Remuneration Committee and the process consists of a review of company-wide,

’ Stn.rcmllra

r
busnnesa unit and individual performance, relevant comparative remuneration in the market and internal and, where appropriate, external
advice on policies and practices. As noted above, the Committee has access to external advnce independent of management.

) | - . .
Fixed Remuneration is used to communicate the value of base remuneration packages. i

: The concept of FR also allows flexibility to be provided for a limited range of benefits such as superannuation and pension plans and motor

vehicles to suit employee preferences, consisient with legal and market practices, in: each country in which we operate. It is intended that
the manner of payment chosen will be optimal for the recipient without creating undue cost to the company.

The FR for the CEG of BHL, the CEO of RTSI, and the executives of RHL including lhe Company Secretary, are reviewed by the board each
year. FH for direct repors to the two CEOs is reviewed each year by the CECs who report to the board with recommended FR for the next

year. ;

Varlahle Remuneration Short Term Incentive (STI)

- Objectrve ' !

The ob;ecnve of the STl program is to link the achievernent of the company’s operatlona1 targets with the remuneration received by the
execuhve charged with meeting those targets. The potential STl available is set ata level 50 s to provide sufficient incentive to the senior
manager to achieve the operationa! targets and such that the cost to the company |s‘reasonable in the circumstances.

Stnucture ! I

For th'e: next financial year, actual STi payments granted to each senior manager will c‘iepend on the extent to which specific operating
targets set at the beginning of the financial year are met. The operational targets consrst of a number of key performance indicators (KPls)
covering both financial and non-financial measures of performance. The non flnanaeJ measures are evaluated against individually set
performance objectives. Typically included are measures such as contribution to net proflt before tax, customer service, risk management,

product management, and leadership/team contribution. The STi structure has been selected 1o align the executive reward with that of the

) success of the entity. The company has predetermined benchmarks which must be met in order to trigger payments under the shor term

|ncent|ve scheme.

Onan ar%nual-basis. after consideration of performance against KPIs, an overa!l performance rating for the company and each individual
busine'ss unit is to be approved by the Remuneration Committee. Targets are set by‘a cascade process from the board through the
executlve group. The individual performance of each executive is also rated and all tr\ree ratings are taken into account when determining
the amount if any, of the STl pool that is allocated to each executive. The process usually occurs within three months after the reporting

date. | ! . X

| ,
l : :
| .
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ST! J‘ractrces are rntendled to be competitive against local market comparators in terms of quantum, and motivational in design. In order to
dp}i nise employee retention and reduce cash costs, the ST1 plan is envisaged to deliver an approprrate mix of rrnmedrare cash and detered

shares. !

For he 2005 financial year, individual cash bonuses vested with executives and were paid in the 2(306'year.

§ﬂ péyments ‘for the 2006 financial year will be based on individual performance based bonuses settI:ed in cash and reviewed in September
2006. : i | )

f
|
Vllrlable Hemuneration Long Term Incentive (LTI) .

' IF t
ob|ecrrve of the LTI; plan is to reward senior managers in a manner which aligns this element of rernuneration with the creation of

shareholder vrfealrh As such, LTI granis are only made to executives who are able to influence the geheratron of shareholder wealth and -
thug|have a drrect rmpactron the company's performance against the relevant long term performance hurdle '

LTI grants to elxecutrves in the past have been delivered in the form of aptions. Following the recent remuneration review, future LT! grants
will Be'in the rorm of Performance Rights.

!
Trr!a Company wr]l use al measure of Total Shareholder Return (TSR) as the performance hurdle for the Iong term incentive plan. TSRis
ca]lc Jlated as Ithe change in capital value of Redflex Holdings Limited over a five-year period, plus clrvrdends expressed as a percentage
the openrng capital vla!ue The use of a relative TSR based hurdie is currentty market best practice as it ensures an alignment between
Juu.;.uve shareholder return and rewards for executives. |

[,
O

| l
sessrng wherher the performance hurdles for each grant have been met, the company receives |r|1dependem data from its external
conlsulranr whrch benchmarks the company's TSR growth from the commencement of each grant agarnsr that of the pre-selected peer
group: (S&PIASX 300). IT Re key management personnel must satisfy the service conditions set at gram date.

The company s performance against the hurdle is then determined as follows: I

5
o

The peer group chosen for comparison reflects the company’s current business mix and has been selected by the board based on
lrecommendatrons from Mercers '

We LTI Plan rs based on annual Performance Rights or equivalent grants, with an extended measurerrrenr period. Performance Rights {or
|e9 ‘rlvalent) will vest progressrvely from a threshatd level of performance to a maximum level, evaluated against an appropriate comparator
group of companres | r ’
Cf:mpany performance

iThe graph below shows the periormance of the company (as measured by the market price of the company 's shares at year end) and the
comparrson with the S&P/ASX 300 Index over a five year period. Both the share price and the index have been normalised to a value of 100

r30 June 2001 S0 tha percentage comparisons can be made.
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| Details of directors and five most highly paid executives

' Key Management Personne!

(@) Direlcte:)rs

- Chrstopher Cooper Chairman (Non-executive)

' Robin I‘Jebernarc'ji Director (Non-executive)
Peter :Lle\:vinsky Director (Non-executive)
Bruce Higgins Director {Non-executive)

. Graham Eiavié Chief Executive Officer

(if) Exacitives

Karen Finley Chief Executive Officer and President {RTS) i

- Aaron 'Rosenberg Vice President — Sales and Marketing (RTSI} i
Brad P?ay Chief Executive Officer and President — Sales and Marketi'ng (RCSD
Mark Etzbach Sales Director - Sales (RTSI)

. F\‘icharld Eden Chief Financial Ctficer (RTSY) ’

Remur‘le'ratlon of Key Management Personne!

! | ‘
. The company has adopted Regulation 2M.6.04 which exernpts listed companies from providing certain AASB 124 remuneration disclosures

in the n:otes to the financial report. The tollowing disclosures arise from that exemptiop

The fol!Mng disclesures in respect of director and key management personnel remuneration have been audited and are disctosed under
Regulation 2M.6.04 '

Compensation of directors of Redfiex Holdings Limited for the year ended 30 ‘June 2006 {Audited)

! ! , Share

i Post based Performance

' Short Term Employment/  payments Total related

| i Options ar

. Base Fee Other Bonus Suplerannuation Shares i

Directors $ $ $ | $ $ $ %
Chris f:doper 2008 82,569 0 0 7.431 0 90,000 0
HobirilDebernardi 2008 39,755 0 0 3,578 0 43,333 0
Peter Lewinsky 2006 50,459 0 0 4,§41 0 55,000 0
Graham' Davie 2008 223,624 42,188 20,126 69,000 354,938 31.3%
Bruce Higgins 2006 171,615 41,902 29,420 200,588 14,519 458,044 9.6%
Total r*emuneration directors 2006 568,022 41,902 71,608 | 236,264 83,519 1,001,315

|
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Compensation ol of directors of Redflex Holdings Limited for the year ended 30 June 2005 (Audited)

! ' ! Share

. | 1 Post } based Performance
! ' ! A Short Term Employment!  payments Total related
‘ l’ 3 Ex Gratia Options or

| I Base Fee Payment Bonus Superannuation ] Shares

1l:3irraclors 1 N $ $ $ $ | $ $ %
;cli;mﬂs Cooper, L 2005 82,568 90,000 0 7,432 0. 180,000 0
jRobin Debernardi ‘ 2005 32,110 35,000 0 2,890 0 70,000 0
i . _
Fl'ﬁtﬁr Lewrnsky 2005 50,459 0 0 4,541 0 55,000 0
Grairam Davre | 2005 206,422 0 35,000 17,999 | 57,500 316,921 28.2%
|Bruce Higgins | 200 291,893 0 72973 0 | 112144 477000 15.3%
Totﬂl remuneration } : |

,-'directors | 2005 663,452 125,000 107,973 32 862 169,644 1,098,931

i
Atithe Annual General Meetrngs in 2001 and 2005, shareholders approved Graham Davie, the Chief Executrve Officer’s, participation in the
R.Iedt}ex Executwe Share Plan which commenced on 1 January 2002 Under the Plan Mr Davie is enutled to be issued with Redflex shares
to me value of 40% of hrs total fixed remuneration, with the number of shares in an annual offer determmed according to the compound
growth inthe prrce of shares over the three-year test periods ending 31 December 2004, 2005 and 2006 All of the shares are granted if
the clompound growth i rrr the share price exceeds the target level of performance by at least 25%. In the year ended 30 June 2006, 130,929
shares (2005: 77,615 shares) were issued to Mr Davie in accordance with the plan. A further 68,249 shares may be issued to Mr Davie in

January 2007 if the performance hurdle is met. Further issues under the plan are considered unlikely.

LI

The ex-gratra payment to directors was made under Section 37(f) of the company’s constitution in reccl)gnrtron of the performance of extra
servrlces and specral exertron for the benefit of the company. It is not considered likely that future payments will be made under this section.
H '
Fmployment oontract's !
The Ftedtlex t-toldmgs Umrted CEQ, Graham Davie is employed under a current employment contract dated t4 December 2001. The
contract does not have a specific termination date. The company may choose to commence negotratron to enter into a new employment

W
contract with Mr Davie at any time. Under the termns of the present contract:

\ l ‘
*jimr Davie may resign from his position and thus terminate this contract by giving 1 month’s written notice. The company may terminate

h“siemployrnent agreement by giving 1 month's written notice or paying one months pay in lieu. |

The company may termrnate the contract at any time without notrce if serious misconduct has occurred Where termination with cause

c:)iycurs the| CEO is only entitled to that portion of remuneration which is fixed, and only up to the date of termination. On termination with
cause any unvested! performance rights will immediately be forfeited.

" Tls of up to 30% cf, fixed remuneration are available based upon achievement of performance targets wrth a further 30% available for
‘ VEr- achievement of those targets.
-

|

|

LT entitlernents for Mr|Davie are shown below.

The Redflex Traffrc Systems Inc President and CEQ, Karen Finfey, is employed under contract. The current employment contract
rr!menoed on 24 February 2006 and is for an indefinite term.

Al | - :
Underrthe terms of the contract: !

hd Erther Ms Frnley or the  company may terminate the employment relationship at any time, with or wrthout cause and with or without

‘r agvance notrce w11h all acerued benefits at that point in time paid to Ms Finley. If the company termmates Ms Finley’s contract without
cause the company will be required to pay 3 months base salary at that point in time. On resrgnatlon any non-vested Performance
Fli"rghts will be forfelted!by Ms Finley.

. 'ﬂ're company may term:nate the contract at any time without notice if serious misconduct has occurred Where termination with cause
occurs the.CEQ is o'nly entitled to that portion of remuneration which is fixed, and only up to the date of termination. On termination with
cause any non-vested Performance Rights will immediately be forfeited.

. STts of up to 30% of FF! are available based upon achievement of performance targets with a further 30% available for over achievernent
of those targets ! ;

LT entrtlerr?ents for Ms Finley are shown befow.
t

€, prevrous Redflex Tratfrc Systems President and CEQ, Bruce Higgins was employed under contract. The employment confract
mmenced on 1 February. 2003 and terminated on 1 February 2006.

o
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- Australia. On resignation any non-vested options were to be forfeited by Mr Higgins.

‘ Groupitatals in respect of the financial year ended 2005 do not necessarily equal the
X specified in 2006, as different individuals were specified in 2005,

Under the terrns of the contract:

Either hlﬂr Higgins or the company could terminate the employment relationship at any time, with or without cause and with or without
advance notice, with all accrued benefits at that point in time paid to Mr Higgins. If the company terminated Mr Higgins contract without

cause.}hey will be required to pay 12 months base salary at that point in time and relifnburse Mr Higgins and his family for costs of return to

The company could teminate the contract al any time without notice if serious miscopduct had occurred. If termination with cause
occurréd the CEO would only be entitled to that portion of fixed remuneration up to thF date of termination. On termination with cause any
unvested options would immediately be forfeited. STIs of up to 25% of Fixed Remuneration were available based upon achievement of

. performance targets. LTl entittements for Mr Higgins are shown below.

Compensatlon of the five named executives who received the highest remuneration for the year ended 30 June 2006 (Audited)

Post Share based Performance
Cornpepsalion Short Term Employmemf payments Totat related
| : _ Options or
) Base Fee Cash Bonus Other Superannuation Shares
 Executives s $ $ 5 s $ %
Brad Ka'y ‘ 2006 178,639 232,986 9,850 15,897 4,901 442,273 52.6%
Karen Flnley | 2006 256,864 40,118 16,954 0 9,451 323,387 12.4%
Aaron Rosenberg 2006 250,735 22,065 24,641 0 9,451 306,892 7.2%
Mark Etzbach 2006 141,526 78,731 8,262 0 7,455 235,974 36.5%
Richa;rd'Eden 2006 171,205 18,722 18,180 0 13.419 221,526 14.5%
Total femuneration

- executives 2006 998,969 392,622 77,887 15,897 44,677 1,530,052

:

" Compeneatlon of the five named executives who recelved the highost remuneration for the year ended 3¢ June 2005 (Auditod)

'

. Post Share based Parformance
Compensation Short Term  Employment/ payments Total related
! "~ Optionsor
: j Base Fee Cash Bonus Other Superannuaticn Shares
Execulives . $ $ $ $ $ $ %
| Brad Ka’y ‘ 2005 172,482 7,438 0 16,640 ~ 18012 214,572 3.5%
. Karen leey 2005 199,018 35,492 0 ‘ 0 34,737 269,247 13.2%
. Aaron Rosenberg 2005 225,554 87,658 0 ' 0 34,737 347,939 25.2%
Mark El;bach 2005 103,333 37,833 9,759 ‘ 0 7,455 158,380 28.6%
\ ‘
Richard Eden 2005 153,333 0 9,759 0 13,419 176,511 7.6%
Total remuneration
- executives | 2005 906,924 165,768 19,518 16,640 156,960 1,274,180

sums of amounts disclosed for 2005 for individuals

i
i

|
|

1 } .
|

Duri ng :he financial year no options over the ordinasy shares of Redflex Holdings Limited were granted fo executives of group eritities.

Opllons' of d!rectors and executlves

o ' Number

Number of ‘ - of Options

options at ) Number of vested as at

' ! beginning of 1 ' options atend 30 June 2006
" Directors pericd Exercised Vested Expired of period (Exercisable)
Graham Davie 0 0 ? 0 0 0
Chris Cooper 0 0 ? 0 0 0

" Robin Debernardi 0 0 0 0 0 0
Peter Lewinsky 0 0 ? 0 0 0
Bruce Higgins 1,500,000 {1,500,000) 0 0 0 0
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Number

i
b 1, | Number of of Options
| : options at Number of  vested as at
! . | | I beginning of | optionsatend 30 June 2006
Executives | 1. period Exercised Vested Expired of period (Exercisable)
I
‘ I !;; 1d Kay 1" 1| » 230,000 (20,000) 0 0, ' 210,000 210,000
| .
: Karelm Finley | | e 405,000 (270,000) 0 0 135,000 135,000
! ) .
?ﬁJ]on Rosenberg | ] +360,000 (240,000) 0 Q, 120,000 120,000
. ! 1
Mark Etzbaon o 33,333 0 33,334 0, | 66667 66,667
. | 1
'Rlchafrd Eden l ‘ } . 60,000 0 60,000 0 120,000 120,000
! ' | 1
¥ i | :
'll'lillﬁ options g anted to Mr H|gg|ns were aflocated prior to his appointment as a director. ‘
Opt!pns exel"'clsed by dlrectors and key management personnel! during the year and converted to shares compare to market
, 'iu;ilue as follows: ‘
, ‘ l : ! i Wejghted average Weighted average
Copd 'l‘ /| . Option exercise Market price at time
. 1
\

|
To’ns exercised
e

I
I
1 |0p [ Option type Quantity | . price of conversion
’l | . :
e ||! ! ; ) | § $
o ';r; 1(;1 Kay 0. NI RDFAQ 20,000 150 2.42
: lﬁ?gfri Finley, « I L RDFAS 270,000 0.6148 3.25
| |Aaron Rosenberg | J | RDFAS 240,000 0.6210 2375
h , ! | ’ ;
Gl 1
! Tma r'}ﬂere no new opti :Dl'i gramed during the year.
T !
. IOrft lc:nr:1 granted as part of remuneratlon for the year ended 30 June 2006 (in accordance with LTI plan)
L
, Th'ers were no new 0pt|0r15 granted as part of remuneration for the years ended 30 June 2006 and 30 ‘June 2005
! i
. i ; ' | !
L) I

h 1clllowlng c:aptions|

1
!
Wi
I
\

ere hald by directors and the five named executives who recelve the

highest remuneration for the year

| .Hf’f" 30 June 2006 | i
; D:mrrors ' | ' |
1 . [ ; '
! : i i | ' Nu[‘nber '
. I ) - Number of Number  of Options Value of
1 : i | options at of options  vested as options
| |Key,Management pegihning atend of at30 Uune Jincluded in % of total
1 -|Persarnel | | ‘oi period  Exercised Granted Expired - period 2008 remuneration remuneration
; . AR ' i
' ' ! | ; f ) '
; " ; | ' RDFAR
: i ! v ' options
; Qirsciors it b ' 3
Graham Davie, 0 0 o 0 0 of | 0 0
'\ |Chils. [ o 0 0 0 0 0 0 0
Shils Cooper, | -, .
i i |
| Rjjbln Debernardi I 10 0 0 0 0 al 0 0
' Fl’ﬂ‘tgrll_ewmsky Pl 0 0 0 0 0 0 D 0
po '
| lre H|gg|nsl | 11,500,000 {1,500.000) 0 0 0 ol ! 14,519 6.4
. it | i ' '
- ‘I r (A
! Il I o
f » IR -
: i N
I :
i i ; II ‘ ,
[ - 1 |
i . : :
; ' : i ; !
|
L
|
|
!
I

i

I
. i

I

|
|
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i
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:

] i

|
f. | “Number
i : Number of Number  of options Value of
' ' options at of optl ons  vested as options
Key Management beginning atendof at30June included in % of total
Personnel of period  Exercised Expired {period 2006 remuneration remuneration
o ‘ RDFAS
. l options
' Executives | ; $
* Brad l;(a'y. 230,000 {20,000)* 0 :%10.'000 | 210,000 4,901 1.1
Karen; Finley 405,000  (270,000) 135,000 l 135,000 8,451 2.92
. | '
Aaron Rosenberg 360,000 (240,000} 120,000} 120,000 9,451 3.07
RDFAT
options
L 5
© Mark Etzbach 100,000 0 1;00,000 66,667 7,455 3.15
180,000 0 180,000 120,000 13,419 6.05

Hicha;rd\Eden

exercise, One third of the options vested on 1 February 2004, 2005 and 2006 respectlvely

d) Opliio;ns that have not vested cannot be exercised after termination of employment;

" &) Oplions can not be exercised until after the vesting date and expire after 5 years. |

The options were issued in 2004 and in accordance with the existing Redflex Employee Option Plan at that time:
!

* The 20,000 options exercised by Mr Kay were RDFAQ options issued in 2001 with an exercise price of $1.52.

: |
a) The RDFAR options granted to Mr Higgins were allocated prior to his appointmem as a director and are at an exercise price of $0.50.

b) The RDFAS options are at a nominal exercise price of $0.58, increasing at the raie of 3% per annum (compounding) until the time of

c} Th_elz RDFAT options are at an exercise price of $2.06 compounding at the rate of increase in the Alt Ordinaries Index until exercised;

- The company uses the fair value measurement provisions of AASB 124 “Director andl Executive Disclosures for Disclosing Entities” and
AASBZ “Share-based payment” prospectively for all options grantad to directors and’ relevant executives, which have not vested as at 1 July
2003. The fair value of such granis is being amorlised and disclosed as part of director and executive compensation on a straight-line basis

over lhe 1\.'es;llng period.

From 1 July 2003, options granted as par of director and executive compensation have been independently vatued using a Black-Scholes
optlon prlcmg model, which takes account of factors including the option exercise prfce the current level and volatility of the underlying

" share pnce the risk-free interest rate, expecied dividends on the underlying share, current market price of the underlying share and the
expected life of the option. ‘

Options exercised by directors and executives during the year and converted to shares compare to market value as follows:

o Weighted

b average market

P ' Average Option price at time of
Employee options exercised Option type . Quantity exercise Price conversion

: N - $ $
. Bruce H|gg|ns RDFAR 1,500,000 0.50 2.68
Karen Flnley RDFAS 270,000 0.615 3.25
Aaron Roseqberg RDFAS 240,000 0.6210 2.36
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ll)lmECTORSI’ MEETINGS
il . ! ,
" |Directors’ meetings helld and attended during the year ended 30 June 20086, and up 1o the date of this report were:
i o Audit and Risk
; : Management | Remuneration
| 1 Ly Directors’ Commitiee Committee
il | , Mestings Mestings Meetings
E N Jrriber of rlnaetlngs held * 15 5 . 15
v | +
c lﬂmber of meetlngs attended .
Eﬁnrraharn Daiie r 15 5 15
Habin DebeTHardt b 15 5 ‘ 15
‘ﬁr Ins Cooper- ' i 15 5 ; 15
I |
gl’et!er Lewm_gky , 15 5 ’
' Brce Higgihs ' | ' 15 l
il "
1“ : i ) | 1
All :hreclors were eI|g|b|e to join all meetings held. |
|

.COMMITTEE MEMBERSHIP

co i '
Al the date of this report the company has an Audit and Risk Management Committee, a Fiernuneranon Committee and also a Nomination

Coﬁwmmee which compnses me full board. Members acting on the committees of the board during :he year were:

, i Jm ldit and Rl:isk Managemen? Committee Remuneration Committee

' iII'ﬁler Lewinsky (Chaifman) Robin Debernardi (Chairman)
i Iﬁ:h ris Cooper o Chris Cooper

- Rabin Debernardn ' Graham Davie

o o

i
. ‘ ROU NDING [
: | The arnounts oomamed m th|s report and in the hnanmal report have been rounded to the nearest $1, 000 (whére rounding is applicable)
! | under the optlon avallable to the company under ASIC Class Order 98/0100. The company is an entlty to which the Class Order applies.

DITOFI INDEPENDENCE AND NON-AUDIT SERVICES

_cz '_'

lII

Thle d:rec:ors received the follovwng declaration from the auditor of Redtlex Holdings Limited. This auditor s declaration forms part of this
Dlmctors Repon

Signed in accordance with a resolution of the directors.

i
] .

‘ Director | ", I
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=—”ERNST& YOUNG ® Ernst & Young Building ® Tel 613 9288 8000
" ’ B Cxhibition Street Fax 613 86507777
q Melbourne VIC 13000
! Australia
[ GPO Box 67

E‘ Melbourne VIC {3001
i 1 |
l

Audltor s Independence Declaration to the Dlrectors of Bedflex Holdings

lelted ! ,
. i

| § | v *
l In relatlon to our audlt of the financial report of Redflex Holdings Lumted for the financial year
' ended 30 June 2006, to the best of my knowledge and belief, there have been no contraventions of
| the audltor independence requirements of the Corporations Act 2001 or any applicable code of
B professmnal conduct. -

a !

I

H, b
! Efv’w"( 4
*‘ lElmst&Youngou.‘0

T :
: | R Y

! 1 ‘ [
. David Petersen
Partner
.E |
i

i 29 Septembcr 2006

‘ o Lisbitity litnited by a seheme approved under
i ) \ Trofessional Standards Legislation
| . . Page 23
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DIRECTORS' DECLARATION

i
1|
{In'accordance with a resolution of the directors of Redtiex Holdings Limited, 1 state that: 1
N t !
(1) [Inthe opinion of the directors: ‘
i ’ I . L . | i
1l (@) the financial statements and notes of the company and of the consolidated entity are in acoclzrdance with the Corporations Act
\ 2001, including:, '
. 1 { givinga true and fair view of the company's and consolidated entity’s financial position as ét 30 June 2006 and of their
. pertormance for the year ended on that date; and
' 1
‘ : (i) complying with Accounting Standards and Corporations Regulations 2001; and
‘ | () there% are reasonable érounds to believe that the company will be able to pay its debts as and when they become due and payable.
: o : . i
(2) [iThis declaration has been made after receiving the declarations required to be made to the directors in accordance with section 295A of

2
‘ he Corporations Act 2001 for the financial period ending 30 June 2006.

On behalf of t;he board

{

‘ [
Gl;alpam Davie !
I:Helriztor i .
| e '
Melbourne, 29 September 2006
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\ Compo_sllion of the Board

., * the chairman should be a non-executive director;

CORPORATE GOVERNANCE STATEMENT

The boaJd of directors of Redflex Holdings Limited is responsible for the corporate govemance of the consolidated entity. The board
guude? and monitors the business and affairs of Redflex Holdings Limited on behali of the sha:eholders by whom they are elected and to
whom hey are accountable.

Redfléx Holdings Limited's corporate govemance statement is structured with referencé to Corporate Governance Council's principles and
recommendations, which are as follows: '

1. La;r solid foundations for management and oversight.

. Structure the board to add value.

Prornote ethlcal and responsible decision making. !
Safeguard integrity in financial reporting. , i !
Mzz}ka timely and balanced disclosure. 1
Respect the rights of shareholders. ;
Re_co?gnise and manage risk.
En'col'urage enhanced performance.

Hemémerale fairly and responsibly. ‘ '

10. Recdgnise the legitimate interests of stakeholders.

Redflex Holdings Limited's corporate govemance practices were in place throughou:t thé year ended 30 June 2006 and were fully compliant
with the Council's best practice recornmendations. :

For turther information on corporate governance policies adopted by Redflex Holdlngs leted refer 1o our company’s website at www.
redflex. clom au.

" The cémposit_ion of the board is determined in accordance with the following principles ?nd guidelines:

' * the t{oard shall comprise at least three directors and should always maintain a maior:ity of non-executive directors;

+
[

* the board shall comprise directors with an appropriate range of qualifications and expenenoe and

. The boardlshall meet at least monthly and follow meeting guidelines to ensure all necessary information is available o panticipate in an
informed discussion of all agenda items.

The director's in office at the date of this report are

Chrnis Cooper (Chairman) Non-executive director
Rabin Debernardi Non-executive director
Peter Lewinsky - Non-executive director
Bruce Higgins Non-executive direclor
Graham Davie Chief Executive Officer

. The skills, exherience and expertise relevant to the position of director held by each director in office at the date of the annual report is

included in lhe Directors’ Report. Directors of Redflex Holdings Limited are considered to be mdependent when they are independent

|
of managemem and free from any business or other relationship that could malenaliy mterfere with, or could reasonably be perceived to

'matenally :nlerfere with, the exercise of their unfettered and independent judgmaent. Mr ngglns |s net considered independent due to his
previous role as CEO and President of Redflex Traffic Systems Inc.

i
inthe coniex1 of director independence, "materiality” is considered from both the company and individual director perspective. The
] delermlnatlon of materiality requires consideration of both quantitative and qualnatwe elements. An item is presumed to be quantitatively
" immaterial if |t is equal to or less than 5% of the appropriate base amount. It is presdmed to be material {unless there is qualitative evidence
1o the comrary) if it is equal to or greater than 10% of the appropriate base amount. Oualnalwe factors considered include whether a
relationship is strategically important, the competitive landscape, the nature of the relahonsmp and the contractual or cther arrangements
governing it.
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t In accordanc’e with the detmmon above, and the materiality thresholds set, the following non-executive d|rectors of Redflex Holdings Limited
| are1 constdered lobe |ndependem ‘

Al

\ Name | L position Term in Office {
ly:hris Coope'ri i " Chairman, Non-executive director 4 years

Robln Debernardi o Non-executive director 4 years

! Peter Lewrnsky ‘ I " Non-executive director 3 years
T

j[e[ are procedures in ptace agreed by the board, to enable directors, in furtherance of their duties, to seek lndependent professional
ce at theicompany 5 expense ;

B

|F

[=]

}addltlonal details regardmg board appolntments please refer 1o our websrte . t

=
&=

I
ination COmm[ﬂee '
|

5‘5

i
h [ppard has establlshed a Nomination Committee which operates under a charter established by the board to ensure that the board

co ) !I.I"IUGS to operate wnhm the established guidelines, including where necessary, selecting candldates for the pasition of director. The
oenination Commrttee currently comprises all directors and any business of the Commitiee is considered at regular board meetungs

Audtl and Fllsk Management Committee

[Th ‘board ha[s establlshed an Audit and Risk Management Commitiee, which operates under a charer establlshed by the board. ltis the
board [ responsrbtlrty to ensure that an effective intemal control framework operates within the entity. Th|s includes internal controls to
deal with both the eﬁectlveness and efficiency of significant business processes, including the sateguardlng of assets, the maintenance of
prqper accountmg records and the refiability of financial information as well as nen financial constder'atrons surch as the benchmarking of
dperatlonal key perfarmance indicators. The board has delegated the responsibility for the estabhshment and maintenance of a framework

}of internal controt and ethical standards for the management of the consolidated entity to the Audit and Risk Management Committee.

The committee also provides the board with additional assurance regarding the reliability of financial information for inclusion in the financial
|reports Three non- executive direciors are currently on the Audit and Risk Management Commitiee.

lThe members of the Audit and Risk Management Committee during the year were:
‘Pet r Lewrnsky

IChils Cmper’ )

|Robln Debernardl

IThelexternal audltor is invited to attend afi Audit and Risk Management Commitiee meetings.

iThe Audit and Risk Managemem Committee is also responsible for directing and monitoring the lnternat audit function and nomination of
'tr;e external audltor and rewewang the adequacy of the scope and quality of the annual siatutory audlt and half-year statutory review.

!The board re(getves oertlflcatlon of the financial statements from key executives including the Chief Executlve Officer and the Chief Financial
[Officer. . ‘ ‘

1
|Remuneration Commltiee

‘ tlis the company’s objective to provide maximum stakeholder benefit from the retention of a high qualtlity'board and executive team by

Ire muneratlng directors and key executives fairly and appropriately with reference to relevant employment market conditions. To assist in

: chrevmg thls objective, the Remuneration Committee links the nature and amount of executive dlrectors and officers' compensation to the
cnrnpany s hnancral and operational performance. The expected outcomes of the remuneration structure are:

FD

/| retention and motlvatlon of key executives

attraction ot quality management to the company

| performance mrtratnfeis which allow executives to share the rewards of the success of the compan;‘; ‘
IThare is no spheme to prowdel retirement benefits, other than statutory superannuation, to non-executive directors.

The board is r"esponsib%le‘for determining and reviewing compensation arrangements {or the directors themselves and the Chief Executive
‘Officer and m'e executive team.

IT he Hemun;raﬂon C:m'rmiﬂee is currently comprised of the following directors:

CTri.s Cooper|

Robin Debernardi ‘
1': + I ! . |

Graham Davie

I E—
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. ASX 'releases in accordance with the entity's continuous disclosure policy; ‘ .

i
v Inforrr:atlion is communicated to shareholders through:

T . The annual general meetlng ,

K - ‘
. Board Responsibillties
As the board acts on behalf of and is accountahle to the sharehoiders, the board seeks to identify the expectations of the shareholders, as
well as other regulatory and ethical expectations and obligations. In addition, the board is responsible for identitying areas of significant
‘busmess risk: and ensuring arrangements are in place to adequately manage those nsks

" The responsmllny for the operation and administration of the consolidated entity is d‘elegated by the board to the Chief Executive Officer and

the ex'ecutlve team. The board assures that this team is adequately qualified and expenenced to discharge their responsibilities and has in
place procedures 1o assess the performance of the CEQ and the executive team. ‘ : i

* The board is responsible for ensuring that management's objectives and activities ar‘e allgned with the expeclations and risks identified by
the board. To ensure this is achieved the board has a number of mechanisms in place, mcludlng

hebest |
* The board approves strategic plans, operating plans and budgets. The board alsc rewews |rr‘1p|ememat|on by management, monitors
, progress against budget, including establishment and monitoring of key performance indicators for all significant business processes,

. designed to meet stakeholders’ needs and manage business risk. ‘ )

" The boalrd is actwety involved in developmg and approving initiatives and strategies demgned to ensure the continued growth and success
of the enmy, including: 1 .

.. estabhshment of commmees to report on occupational health and safety and enwronmental issues and concerns;

e procedures to allow directors to seek professional independent advice at the company s expense
|

.’ procedures to allaw directors to review approval of major contracts and flnancmg arrangements including financial risk in such areas as

currency, mterest rate and credit policies and exposures, and to monitor managemer\l S actlons to ensure they are in line with company
pollcy . ;

Mormorlng oi the Boarcl’s Performance and Communication to Shareholders‘

. In order to ensure the board continues to discharge its responsibilities in an appropna'te manner the performance of all directors is reviewed
annually by the Chairman. It the perormance of a director was considered unsatlsfaclory he,would be asked to retire.

* The annual report which is distributed to all shareholders;

. The half -year report which is made availeble by way of an ASX release; |

. Publlc and private briefings. Any new material information which is released at bneflngs |s made generally available concurtently by way

of an ASX release.
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C ‘ Consclidated Entity Redflex Heldings Limited
I’NFOME STATEMENT FOR THE YEAR . '
ENDED 30 JUNE 2006 Note 30-June-06 30-June-05 30-June-06 30-June-05
I
” " ! _ F _ $000 $000 $000 $000
Etﬁnhnuing operations ’ [ i
ﬁahre of goods and services . 3.4 [ 13,463 8,005 0f. 0
ﬁsfrenue from tee for service contracts 3.4 40,120 29,723 0 0
IW nagemeﬁt fees ’ 0 0 247 2,238
fiulwance revt?nue . : 557 215 529 170
Total neven'ue o . 54,140/ 37,9431 | 2,946} 2,408
]
Sliost of sales Eo 10,215 5733 ! 0 0
1
ﬁost of fee f?r ser\rlce contracts 10,264 6,425 | 0 0
v (oSt of Goods sold | 20,479| 12,1581 | 0] 0
| Gross Profit ‘ 33,661 25785 | 2,946 2,408
I |
M“rketmg related expenses ! 4,136 2,174 l 0 0
! .;‘l\dmlmstratnlfe related expenses 9,772 7,821 I 3,023 3,253
rlrogram malnagement costs’ 1,941 1546 | 0 0
Amortisation of intangibles | 569 48711 0 0
Fl)epreciaiion on fee fdr service confracts 9,461 5,887 | - 0 0
Ee'premanon other 283 218 l 30 74
Impaiment 'on Plant and equ'ipment 550 0! 0 0
|] ' 26,7124 18,133 |} 3,053 3.327
ﬁ'r ofit from contmumg operauons before tax [
ﬁrld flnancmg costs , ! 6,949 7.652, ; (107} (919)
Interest ! (1.132) 17! 0 20
IFl’rl ofit from cchtinuing operations before tax 5817 74351 (107) {899)
] o
Income tax expense , 5,6 (1,344) {1,069) i : 32 95
Profit After Tax from continulng operations 4.473‘ 6,066 | | {75) (804)
| b ; i
Operations classrfled asa dlsposal group | h |
rﬂ%Id for sale ' : ! |
Pr?flt after t:':\x from opelrahons classified as a b : :
disposal group held for sale 6 4,183 855! 0 0
Net Profit atlnbutable to members of the ! i i
pare t ¢ 8,656] 6921 (75). {804)
1. |
. ) i
Eamings per share (_cénm per share)
= basic for‘profix for year attributable to '
ordinary equrty holders of the parent
company 7 9.66 cents 8.20 cents
n basic tor’ profit trom conunumg operations
aﬁnbutable to ordlnary equity holders of the
parent cornpany 7 5.15 cents 7.18 cenis
diluted fqr profit for the year attributable
to ordinei]ry equity holders of the parent
company 7 9.72 cents 7.73 cents
diluted fér prafit from continuing operations
anributap_le to ordinary equity holders of the
parent qprﬁpany s 7 5.02 cents 6.78 cents !
i dividendls per shalre; attributable to ordinary
equity holders of the parent company Nil Nil



! t
e Consolidated Entity Redflex Holdings Limited
BALANCE SHEET AS AT 30 JUNE 2006 Note 30-Jure-06 ‘ 30-June-05 30-June-06 30-June-05
w : $000 | $000 $000 $000
1 i Current Asseltsl i .
Cash and Cash Equivalents 9 11,564 8,344 5,789 5,044
Security Deposils 21 1,252 1423 636 827
‘ Tradelaqd Other Receivables 10 12,239 9:. 704 93 280
' Inventlories ' 11 11,849 : 12,519 0 0
Prepayments. 0 196 0 18
A 36,904 32,186 6,518 6,169
Assets classified as held for sale 6 : 11,120! 0 4] 0
Total Curent Assets [ 48,024| | 32,186 6,518/ 6,169
] |
Non-Current Assets !
Receivables ‘ 12 0 . 0 22,269 53,261
Investments | 22 0 0 39,461 2,793
Property Plant and Equipment 13 52,214 38,275 41 i 61
Deferred Tax Asset 5 7,685 5,266 58 51
! Intangible Assels and Goodwil . 14 559 | sm 400 400
Total Non-Cuirrent Assets | 65,448] | 52312 62,229] 56,566
i . " . | E l . | 7
* Total Assets : ( 113,472 |  Bala98]| 68,747] 62,735
N [ '
¥ Curreuht Uabiiilies .
| Trade and Other Payables 16 7,633 6,870 169 357
[ Interest Bearing Borrowings 17 280 126 o 0
" Income Tax Payable 5 3,258 253 3,258 253
t Provisions 18 976 859 177 154
. | : 12,147 8.108 3,604 764
¥ Liabilities directly associated with assets
| classified as held for sale 6 2,275 ' 0 o 0
{ Total Current Liabilities | 14,422} | 8,108 3,604/ 764
| I |
i‘ " Non Current Liabilities }
: Interes;l Bearing Borrowings 17 21,790 12,676 O[ a
i Non-Interest Bearing Borrowings 16 0 0 7.950} 6,565
.F Deferred Tax Liabiiity 5 5,867 4,718 0 0
) Provisions 18 87 182 18! 15
( Total Non Current Liabilities | 27,744 | " 17,576 7,068 6,580
j . ! } I | i
I Total Liabilities 42,1661 | 25684 11,572} 7,344
! , : | | I J
¢ NetAssets ' 71,306 | 58814 57,1751 55,391
jl P - { R
+ - Equity '
:‘ Equity atlribui_table to equity holders of the
¢ parent company
Contributed Equity 19 80,959 79,318 80,950 79,318
Reserves 19 1,436 {759) 2,612 2,394
| Accumulated Losses o {11,089) (19,745) {26,396) {26,321)
1 Total Eq’uity : | 71,306} | 58,814 57,1751 55,381
{
:
|
I .
! L
i .
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Co

Consclidated Entity . Redflex Holdings Limited
ICASH FLOW STATEMENT FOR THE YEAH ' ’

' ‘ENDED 30 JUNE 2008 30-June-06 30-June-05 30-June-06 30-June-05
; ] Note $000 $000 $000 $000
;Cash Flows trom Operanng Activities ' ‘
|Receipts from Cuslomers 67,478 45,981 0 0
‘Payments to Suppllers and Employees (46,538) (31,072) (2,740) {2,280)
.k{eeisecewed ' 698 224y - 529 170
‘Iriereft Paid | . {1,132) (332) 1\ 0 {21)
Income Tax Paid : {60) (o)} | {60) {49)
INet Cash Floyvs from (Used ll"l) operating 1 i
activilies 20,448 14,7521 ' 2,271) (2,180)

; - -
b Py |
Cash Flows' (used injifrom Investmg Activities

. . Purchase of Property. Plant and Equ:prnent (22,723) (20,611) ! (10) (36)
Cap talised Deve|0pment Cosis {5,280) {3,875) I 0 0
Recelpt of Gt:){\rernrrwnt| Grants 1,204 1,295 J \ 0 0
Proceeds of Advances -Non Related Party 171 o | 0 405
Pryceeds of Advances Related Party 0 ol | 1,385 1,042
Nat"Cash Flows {Used in) \‘rom investing ! i
actlwtles 1} N (26.628) (23,191) l 1,375| 1,411

' i I |
Caslh Flows from Fnancmg Acﬂvmes ! f
Bank Boriowifigs . - 7,998 B3s2l ! of 0
Lease Liability Incurred| 1 374! 218 ‘[ 0 0
Proceeds from Issue of Ordmary Shares 1,641 5,685 1,641 5,685

‘ ;\Ieticash F]O\:VS from flnalnclng activities 10,013! 14,265 [, 1,641 | 5,685

v 1»‘ ‘ ‘ ' l :

EN ! 'lin{:rease 'iin Cash h;elid 383! 5,826 [ 745 4916
Ef ﬁ:t of Exch.f:ange Rate Changes on Cash 42 {262) : 0! 0
Celllsr at Begir'\{\ing of Financial Year 9 8,344 2,780 ' 5,044 128
Cash and Cash equiva]ents at end of period 9 12.217’!I B344| ! 5,789 5,044
| 1 ! J‘ | !

pahs? mcluded in assets held for sale {853) | 0 \ 0! 0
Cash and Cash equwa]ents atendofperiod 9 11,564 8344l | 5,789/ 5,044

[
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Foreign

. Currency Employee
STATEMENT OF CHANGES IN EQUITY Contributed Translation | Equity Benefits Accumulated

FOR THE YEAR ENDED 30 JUNE 2006 Equity Reserve Reserve Losses Total Entity

: $000 $000 $000 $000 $000
Consolidated Entity i

At 1 July 2004 73,633 1,178 {26,666) 48,145

Profit for the period 0 ¢! 6,921 6,921
Additional paid-in capital 5,062 o ] 5,062
Tax benefit from share based payments re |

employee options 0 634 0 634

Cost of share based payment 0 582 0 582

Curre%wfy translation di{ferences - (3.153) 0 0 {3,153)

. Exerc‘ise of e;mployee options 623 0 0 0 623

. A1 30')Une 2005 79,318 {3,153) 2,394 {19,745) 58,814
Profit fox the period 0 0 0 8,656 8,656

Exerciim;a of e:{nployee options 1,641 0 0 0 1,641
Curency transation ditferences 0 1,977 0 0 1,977
. Cost of Isharf; based payrﬁenl 0 0 218 0 218
AL 30 June 2006 80,959 (1.176) | 2612 {11,089) 71,306

'
Employee
Contributed Equity Benefits  Accumulated

Equity Reserve Losses Total Entity

B $000 $000 $000 $000
Parent Combany i
At 1 July 2004 73,633 1178 (25,517) 49,2941
Profit for the period 0 0 (804) (604 |
Additiohal paic-in capital 5,062 0 0 5.052i
Tax benefil from share based payments re ‘
employee options 0 634 0 6341
Cost 'of';shan:a based payment 0 ' o582 0| 582 !
Exerdise of employee options 623 .0 ol 623!
At BOIJune 2005 79,318 © 2,394 (26,321) 55,391 l
Profit fer the period 0 .0 (75) (75)|
Exercise of employee options 1,641 0 0 1,641 g
Cost of share based payment 0 218 0 218,
At 30 June 2006 80,959 2612 (26,396) | 57,175/
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NOTE 1

L]k
iT r!"elhnanmal report of Redflex Holdlngs Limited for the year ended 30 June 2008 was authorised for |s|sue in accordance with a resolution of
directors on 6 September 2006,

i ' ' 1
. i |
(.

CORPORATE INFORMATION

R 'dflex Holdmgs Limited is a company limited by shares incorporated in Ausiralia whose shares are publicly lraded on the Australian Stock
EX change

lrrl Ira:ure of the operahons and principal activities of the Group are described in Note 3. ‘ ‘ |
|! I T
NOTE 2 SUMMAFIY OF SIGNIFICANT ACCOUNTING POLICIES

ai

(a) Basls of Preparatlon I
Thss hnancral report is a general-purpose financial report, which has been prepared in accordance wrth the requirements of the Corporations

{t\c} 2001 and’Australian Accounting standards. The financial report has been prepared in Australian dollars and on a historical cost basis,
except for investment properties, land and buildings, derivative finangial instruments and available-for- Isa!e financial assets that have been
measured at fazr value. The carrying values of recognised assets and liabilities that are hedged with fair value hedges are adjusied to

record changes in the fair values atiributable to the risks that are being hedged.

;l'hle lfllnant:.ha] report is presenied in Australian dollars and all values are rounded to the nearest thousand dollars (3 000) unless otherwise
stated under lhe option available to the company under ASIC class order 98/100. The company is an entity to which the class order applies.

)
(b} Statement of Compllance

l .
The f' nanclai report oomplles with Australian Accounting Standards, which include Australian equwajents to International Financial Reporting
Standards ("AlFRS") Compliance with AIFRS ensures that the financial report, comprising the financial statemants and notes thereto,
comphes wr:h Internatlonal Fmanc:af Reporting Standards ("'IFRS"). i

Thrs“s the frrst financial report based on AIFRS and comparatives for the year ended 30 June 2005 have been restated accordingly except
for the adoptlon of AASB 132 Financial Instrumenis: Disclosure and Presentation and AASB 139 Fmancral Instrumenis: Recognition and
Melasuremem The company has adopted the exemption under AASB 1 First-time Adoption of Australlan Equivalenis to International
Flnancral Heportlng Standards from having 1o apply AASB 132 and AASB 139 ta the comparative penod

Fleconcrllatlons of AIFRS equity and profit for 30 June 2005 to the balances reposted in the 30 June 2005 financial report and at transition to
?IFHS are detalled in Note 26.

Exce lfor the' Lre\nsed AASB 118 Employee Benefits {issued December 2005), Australian Accounting Standards that have recently been
|ss#s=d or aménded but ‘are not yet effective have not been adopted for the annual reporiing period enclilng 30 June 2006:
; g
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‘ || || ; P | Application | Application
AA “ _ 1 : ‘ Nature of change to date of date for
Amendment ; | Affected Standards accounting policy | standard Group
2005-1 ! AASB 139: Financial Instruments: Recognition and | No change to accopnting 1 January 1 July 2006
‘ Measurement policy required. Therefore | 2006
N l i JI e r no impact. | :
I2 Y05-5 ‘L ) i AASB 1: First-time adoption of AIFRS , AASB No change to acco;unti_ng 1 January 1 July 2006
! P ' 139: Financial Instruments; Recognition and policy required. Therefore {2006
: i Measurement no impact
2005-6 1 AASB 3: Business Combinations No change to accountlng 1 January 1 July 2006
" policy required. Therefore 2006
1 \ no impact .t
2005-10 K AASB 132: Financial Instruments: Disclosure and No change to accounting 1 January 1 July 2007
. ; ,i | + |Presentation , AASB101: Presentation of Financial | policy required. Therefore | 2007
l‘ 4 il Statements , AASB 114; Segment Reporting , no impact
| L | AASB 117: Leases , AASB133; Earnings per Share .
’ j : , AASB 139:Financial Instruments: Recognition
i ' and Measurement , AASB 1: First-time adoption of
J' AIFRS , AASB 4: Insurance Contracts , AASB 1023:
- . | General Insurance Contracts and AASB 1038 Life
| . Insurance Contracts
iNe'n'r standard i |AASB 7 Financial Instrumenss: Disclasures No change to accohnling 1 January 1 July 2007
L X r i policy required. Therefare | 2007
. ; ; : no impact ‘ '
- v !
! ; .
]
] ! , ‘ :
i o
| 'E‘ !
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v The following amendments are not applicable to the Group and therefore have no impact.
|

AASB Amendment | Afiected Standard(s) |

2005 2

AASB 1023: AASB 7 Financial Instruments: Disclosures | L

\ AASB 1023: General insurance Contracts

! ’ AASB 4: Insurance Contracts

AASB 1023: General Insurance Contracts ,

rement and

i AASB 139: Financial Ingtiruments: Recognition and Measu
It | 2005-4 AASB 132: Financial Instruments: Disclosure and Presentation
i i \ AASB 4: Insurance Contracts , AASE 1023: General Insurance conjracts
2005-9 | ASB 139: Financial Instruments: Recognition and Measurement and -
' | i AASB 132: Financial Instruments; Disclosure and Presentation '
o AASB 1038: Life Insurance Contracts and .
. I
200512 | AASB 1023: General Insurance Contracls '
"1 2005-13 | AAS 25: Financial Reporting by Superannuation Plans |

{c) BasIs of Consolldatlon

The consolldated financial statements comprise the financial statements of Redilex H
year. |

oldings Limited and its subsidiaries as at 30 June each
i

The fin’aricial statements of subsidiaries are prepared for the same reporting period as the parent company, using consistent accounting
pohc:els. Adlustments are made to bring into line any dissimilar accounting policies 1hat may exist.

All mtelrcompany balances and transactions, including unrealised profits arising from i

Unrealised losses are eliminated unless costs cannot be recovered.

intra-group transactions, have been eliminated in full.

Subsidiaries are conselidated from the date on which control is transferred to the Group and cease 1o be consolidated from the date from

which Iccamn:al is transferred out of the Group.

(d) S{gﬁlﬂcant accouniing judgments, estimates and sesumptions
Significant accounting estimates and assumptions

! . .
The carrymg amounts of certain assets and liabilities are ofien determined based on estimates and assumptions of future events. The

key estlmates and assumptions that have a significant risk of causing a material adjd

I:abllltles wnhm the nexi annual reporting period are:

lmpamnenr of goodwill and intangibles with indefinite useful lives

stment to the carrying amounts of certain assets and

The Group deterrmnes whether goodwill is impaired at least on an annual basis. This requ;res an estimation of the recoverable amount of

the ca:sh-generatlng units to which the goodwill is allocated.
Il

The assumptions used in this estimation of recoverable amount and the carmying amount of goodwilt are discussed in Note 14.

Share-based payment transactions

The Group measures the cost of equity-settled iransactions with employees by feference to the fair value of the equity instruments at the

date at which they are granied. The fairr value is determined by an extemal valuer usi
Note 15/

The G}oup measures the cost of cash-settled share-based payments at fair value at

ng a binomial model, using the assumptions detailed in

he grantI date using the Black-Scholes foermula taking

into aqcount the terms and conditions upon which the instruments were granted, as discussed in Note 15.

(e) P{openf. Plant and Equipment

Plant énld equipment is stated at cost less accumulated depreciation and any irnpairgneht invalue.

Depreci?tion is calculated over the estimated useful life of the asset as follows:
* Furniture, Fittings Other  13-18% pa reducing balance
. Co‘m;:mter Equipment Straight line over a period of three years
¢ Plant and Equipment Straight line over a period of seven years
The depreciation rates are consistent with the prior year,

The carrying value of plant and equipment are reviewed for impairment when events
value may not be recoverable.

For an asset that does not generate largely independent cash inflows, the recoverabl
which the asset belongs.

or changes in circumstances indicate the carrying

e amount is determined for the cash-generating unit to

' ANNUAL REPORT 2006




- Impaiment losses are recogmsed in the i |ncome statement in the cost oI sales line item.
R

11

3(*')

1 K h )
b !“ | !
[| ‘. Lo
If ainy such |nd|cat|on E)I(ISIS and where the canying values exceed the estimated recoverable amount,
are wntten down to their recaverable amount.
J

The recoverabEIB amoun|t of plant and equipment is the greater of fair value less costs to selt and value i
estlmated Iuture cash Ilpws are discounted to their present value using a pre-tax discount rate that refl
he u 1e \.raluel of money a}nd the risks specmc to the asset,

iy

Forelgn Currency Trans!allon

Both the funchonal and presentatlon currency of Redflex Holdings Limited and its Australian subsidiari

fl'ransactrons in fareign currenmes are initially recorded in the functionat curency at the exchange rates

|

Co
the assets or cash-generating units
i

1

in use. In assessing value in use, the

lects curent market assessments of

i
es is Austrmim dollars (AUD).

ruling at the date of the transaction,

Monetary assets and Ilablhtles denomlnated in foreign currencies are retranslated at the rate of exchange ruling at the balance sheet date.

N |

Ar;nolunts payable to and by Ihe entities within the consalidated entity that are outstanding at the balan

ce date and are denominated in

forergn currenc:es have been converted to local currency using rates of exchange ruling at the end of the fmancral year.

A rnonetary item ansmg under a foreign currency contract outstanding at the reporting date where the
is flxed in the oontract is translated at the exchange rate fixed in the contract. All resulting exchange ra
orrestatement are recognlsed as revenues and expenses for the year.

I

]Non“monetary items that are measured in terms of historical cost in a foreign currency are translated L
ofithe initial transachon' I

PRTE e

determined. | I | ‘

o | |

The unctlonal currency,of the dverseas subsidiaries, Redflex Traffic Systems Inc, Redflex Traffic Syste

Comn’funication Systems Inc, ié United States Dollars (US$).
1

exchange ratas for the year.

P

[
iThe: =xchange differences ansing on the refranslation are taken directly o a separate companent of equity

N | |

exchange rate for the monetary item
te d|fferenoes arising upon setflement

sing the:exchange rate as at the date

Non-monetary items measured at fair vale in a foreign currency are franslated using the exchange rates at the dale when the fair value was

. R I -
ms (California) Inc and Redflex

|
i
1

l.It\sI att the reporting datel the asslets and liabilities of these overseas subsidiaries are franslated into me‘presentalron currency of Redflex
Hol Id:ngs lelled at the rate of exchange ruling at the balance sheet date and the income statements are translated at the waighted average

g 1 i
[l

Ond lsposal oI a foreign entlty the deferred cumulative amount recognised in equity relating to that particular Iorelgn operation is

v i

ﬂreltl:o ;nlsed in |the |ncomeIstaIement Borrowing costs are recognised as an expense when incurred.
f I 1

{a) Goodv\rlll ' |

J i
Ggo}iwm acqunred ina busmess combination is initially measured at cost being the excess of the cost:

i

ﬂ - } |
Goodwill is not amortised.

EpY o

lowing initial recogmpon, goodwill is measured at cost less any accumulated impairment losses.
X 1

_E'_G’.

be |mpa|red I ‘
i |

ot [

II. represents the IowesI IeveI within the Group at which the goodwill is monitored for internal manage

is not Iarger than a segmenr based on either the Group's primary or the Group's secondary reporti
" \ir.lntr‘r AASB 114 Segment Reporting.

I parrment is determlned by assessmg the recoverable amount of the cash-generating unit to which tl

Nt

lFash-generatrlng unit retained. .
: I
1 E 1 : 1

bl | 1
12

[l

b P
E i 1 .

|

e ‘ |
§ | |
REDFLEX IIIOI.DIHGS LIMITED !

; |
iI [
0 1 L T

i +
|
|

Group's |nterest in the net fair value of the acquirer's identifiable net assets, liabilities and contingent liabilities. b
' .

L
o

.
.
o

|
. i 1o
of the business combination over the

Goodwrll is reviewed for |mpa|rment annually, or more frequently if events or changes in circumstances tndlcate Ihat the carrying value may

[
3

As at the acqursmon daIe any goodwill acquired in a business combination is allocated to each of the cash—generatlng units, or groups of
ca“sh generati ng units, expected to benefit from the combination's synergies, irrespective of whether or.her assets or liabilities of the Group
are assngned to those unlts or groups of units. Each unit or group of units 1o which the goodwill is s¢ aIIocaIed

LR ! I

ment purposes and

b
ng format determined in accordance

l
i

he goodw:ll relates. Where the

re}:o{.'erable amount of the cash-generahng unit is less than the carrying amount, an impairment loss IS recognised. Where goodwill forms

part of‘a cash generalrnqunrl and part of the operation within that unit is disposed of, the goodwill assomated W|th the operation disposed
Pf |sl|ncluded in the carryung amount of Ihe operation when determining the gain or loss on disposal of the operatlon
i

‘G:oo‘wril dlsposed of in this cucumstance is measured on the basis of the relative values of the operauon disposed of and the portion of the

1

i
l
;o
\
!
!




———m =

b =

e Ty e

e

R

—a.

CINEE I S S——

A e = S S

EIE PR U RN R WE S - SR

i

P e .““—“ e

1
I . N
| | - . '
i Imparrment losses recognised for goodwill are not subsequently reversed. ) i

(h) Hesearch and Development Costs
Research costs are expensed as incurred. o

: Deve!opment expendlture incurred on an individual project is carried forward when its future recoverability can reasonably be regarded as
b : . ure reco

|
|
Followrng the initial recognmon of the development expenditure, the cost model is apphed requmng the asset to be carried at cost less any

'- accumulated amortlsatlon and accumulated impairment losses. t
1 I 1

‘ Any expendrture carried forward is amortised over future periods based on expected future sal'es from the related project.

i

. assuret':l

<

|
The commencement date for amomsatlon is the date of commissioning the product. Intemally generated development costs are

determrned to have a finite lite and are amortised over a 10 year period on a straight line ba5|s 3
i

The carrylng value of development costs is reviewed for impairment annually when the assel |s net yet in use, or more frequently when an
indicator of |mpa|rment arises during the reporting year indicating that the carrying value may not'be recoverable.

{i Impalrmem of financial assets ;

!
iThe Group has elected to apply the option available under AASB 1 of adopting AASB|132 and AASB 139 from 1 July 2005. Ouitined below
Iare the general accountmg policies far irade and other receivables applicable for the years endtng 30 June 2006 and 30 June 2005.

1

A_ccountmg pqlrcres applicable for the year ending 30 June 2006 ' j

The Groulp assesses at each balance sheet date whether a financial asset or group of financial agsets is impaired.

{i) Fina'nc'r'al assels carried at amortised cost : 1

- Ifthere is; ob]ectrve evidence that an impairment loss on loans and receivables carrleq at amomsed cost has been incurred, the amount of
the Ioss is measured as the difference between the asset's carrying amount and the present value of estimated future cash flows (excluding
. future credtt losses that have not been incurred) discounted at the financial asset's orlglnal etfectwe interest rate {j.e. the eftective interest
rate computed at initial recognition}. The ¢amying amount of the asset is reduced either drrectly or through use of an allowance account.

: The amount of the loss is recognised in profit or loss, ' ;

< The Group first assesses whether objective evidence of impairment exists individually, for fmancral assets that are individually significant, and
) |nd|\f|dually or collectively for financial assets that are not individually significant. If it is determlned that no ohjective evidence of impairment

. exists for an individually assessed financial asset, whether significant or not, the aseetI is included in a group of financial assets with similas

- credit ”rSIT characteristics and that group of financial assets is collectively assessed tolr |rnparrment Assets that are individually assessed for
3 impaiml'le:nt and for which an impairment lass is or cantinues to be recognised are net included in a collective assessment of impairment,

If, ina éubsequent period, the amount of the impairment loss decreases and the decrease can be related objectively to an event occurring

L after the smpa:rment was recognised, the previously recognised impairment loss is re{rersed Any subsequent reversal of an impairment

Ioss is recognlsed in profit or loss, to the extent that the carrying value of the asset does not exceed its amortised cost at the reversal date.

|
- (i} Fmancra! assets carried at cost

; f thereis objectlve evidence that an impairment loss has been incurred on an unquotled equrty 1nstrument that is not carried at tair value
(because its fa|r value cannot be reliably measured), or on a derivative asset that is Irnked to and 1must be settled by delivery of such an
unquoted equtty instrument, the amount of the loss is measured as the difference between the asset's carrying amount and the present
value of estimated future cash flows, discourited at the current market rate of return fora stmllar financial asset.

i

]
- Accounting pt;ﬁcr'es applicable for the year ending 30 June 2005 . Lt

For current financial assets refer to Note 2 {k) for the impairment accounting policy. For non- current financial assets refer to Notes 2 {e), (g)
- and (h) tor the impaimment accounting policy. ) ' !

(j) In\lreptories
. Inventories are valued atthe lower of cost and net realisable value. ' ’ v

- Costs i:ncurred in bringing each product to its present location and condition are accounted for as follows:
o o . }

* Raw Materials - purchase cost on a first-in-first-out basis; and !
| : ot

. Work m—progress cost of direct material and labour and a proportion of manufacturing overheads based on normal operating capacity

but excludlng borrowing costs, and '

{
. Infrestructure Components - Components held for resale or conversion into fixed in-ground instaltations for traffic contracts are
carried at cost. The conversion of these components to property, plant and eguipment occurs at the point newly contracted sites are
commissioned. | t
|
Net reattsable value is the estimated selling price in the ordinary course of business, Iess estlmated costs of completion and the estimated
cosis necessary to make the sale. '

[— ' S
.
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' (k) 'I'rade and other rec‘ewables
The Group has elected to apply the option available under AASB 1 of adopting AASB 132 and AASB 1

i
|
1
|

‘:39 from 1 July 2005. Qutlined below

are the general accounllng policies for trade and other receivables applicable for the years ending 30 June 2006 and 30 June 2005.

Acifoluntmg po!rcres apphcabr'e for the year ending 30 June 2006

Trade receivables, whlch generally have 30-60 day terms, are recognised and carried at original invoice amounl less an allowance for any

unc?llectrble rix'mounts !
' ! | |
l!ttrl,tndoff when |dent|f|ed

!
Acifc unting ptlnlrcres applrcable for the year ending 30 June 2005
I

1 f
I

An allowance 10r doubtful debls is made when there is objective evidence that the Group will not be able to collect the debts. Bad debts are

| 4

Trade recelvables were recogmsed and carried at original invoice amount less a provision for any uncollectible debts An astimate for

gou't

Cash and cash equivalents

monthsor less. |1 '

F
g)u'gstandrng benk cwerdrafts '

i P
{m ! Hnterest-tirearmg Ioans and borrowings
il
The Grloup has elected torapply the oplion available under AASB 1 of adopting AASB 132 and AASB 1
are the relevahl accounhng policies for interest-bearing loans and borrowings applicable for the years
i 2005, o | |

i

Accountrng pohcres app!rcable for the year ending 30 June 2006

3 b
f\f:elrlrnrtral r_ec‘ognmon, interest-bearing loans and barfowings are sub:sequently measured at amartise
r;nethod. i 3 -
Garns and Iosses are recognlzed in profit or loss when the liabilities are derecognized.
Aci!couérmng polrcres appr‘rcab!e for the year ending 30 June 2005

i

* 3 L. , o .
Bills'ofrexchange and promrssory notes were carried at the principal amount plus deferred interest.

cbentures were carried at the present value of the iiability being the principal amount less gebenture
fectrve yreld basis. |

] !
Prw-srons b
I '

um aof the oblrgatron

AR

tful debts was made when the collection of the full amount was no longer probable. Bad debts were written off as incurred.

1

and shon tem deposrts in the balance sheet comprise cash at bank and in hand and short-term deposrls with an original maturity of

|
I |

he purposes of the cash flow statemem cash and cash equivalents consist of cash and cash equivalents as defined above, net of

|
+
¥

' }
39 from 1 July 2005. Qutlined below
endrng 30 June 2006 and 30 June
|
(.

1
|

Al |oans and borrowmgs are initialty recognized at the fair value of the consrderatron received less directly allrrbutable transaction costs.

d caost using the effective interest

All Ioans werg measured at the principal amount. Interest was recognized as an expense as it accrued. '

SN

discount. Interest was recognized on
: P
.

i

srons areI recognrsed when the Group has a present obligation {legal or constructive) as a result ot a pasi event it is probable than
thlow o resources embodyrng economic benefits will be required to settle the obligation and a reliable estimale can be made of the

i

Where the Group expects some or all of a provision to be reimbursed, for example under an |nsurance contracr the reimbursement is

I i
recognrsed as a separate asse1 but only when the reimbursement is virtually certain. The expense rela

i}h;e; r{rciome staternent net-of any rermbursement
i
If th
ENCRY
: }hﬁt
i [ 1
~ Where drscoumrng is used the increase in the provision due to the passage of time is recognised as

AT I‘

(o) Leases .
determlnatron of whelher an arrangement is or contains a lease is based on the substance of the

1
eﬂecrs currenl market assessments of the time value of money and, where appropriate, the risks

i
!

ting to any provrsaon is presented in

‘

2] effect of the time value of maney is matena] provisions are determined by discounting the expecred future cash flows ata pre-tax rate

specrfrc to the liability.
=] frnance cost

1

errangement and requires an

adsessment of whetherithe fulfilment of the arrangement is dependent on the use of a specific asset or assets and the arrangement

cniinﬁeys a rrght 10 use 1he asset
I

g [
al

=

: em'arnrng balance of th'e Irabrlrty Finance charges are charged directly against income.
C i

! apnalrsed Ieased assets are deprecraled over the shorter of the estimated useful lite of the asset or t
€
difect Costs incurred in negotratrng an operating lease are added to the carrying amount of the Ieased

o |r g

N

IIDFI.I’X I'IOI.DING! LIIMITED :

!

k } ! L
|

en'_» o

G
!

YFhanoe Iease"5 which transfer to the Group substantially all the risks and benefits incidental to ownershrp of the leased item, are capitalised
the inception.of the lease at the fair value of the leased property or, if lower, at the present value of the mrnrmum lease payments. Lease

payments are'apportroned between the finance charges and reduction of the lease liability so as to achieve a constam rate of interest on the

he lease term.

ases where the Iessor retalns substantiatly all the risks and benefits of ownership of the asset are classified as operating leases. Initial

asset and recognised over the lease
4
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term on the same basis as the lease income.

Operalmg leas]e payments are recognised as an expense in the income statement on a slralghl lme basis over the lease term. Lease
|ncem|ves are recognlsed in the income statement as an integral part of the total lease expense

]
(p) Employee Benefits
Wagesl salanes annual leave and sick leave '
Llabllmes for wages and salaries, including nor-monetary benefits and annual leave are recogmsed in other payables in respect of
employees services up to the reporting date. They are measured at the amounts expected to be paid when the liabilities are seitled.

‘

Long Service Leave '

The liability for long service leave is recognised in the provision for empioyee benefits and measured as the present value of expected
future payments to be made in respect of services provided by employees up 1o the rlepomng date using the projected unit credit method,
Consideration is given to expecied future wage and salary levels, experience of ernployee departures, and periods of service. Expected
{uture payments are discounted using market yields at the reporting date on national govemmenl bonds with terms to maturity that match,
as closely as possible, the estimated future cash cutflows.

(q) Share Based payment transactions ,

The Group provides benefits to employees, including directors, of the Group in the lorm of share-based payment transactions, whereby
employees render services in exchange for shares or rights over shares (equity- settled lransacnons)

' The colst‘ol these equity-settied transactions with employees is measured by reference to the fair 'value at the date at which they are

granted. The lair value is determined by an external valuer using a Black Scholes model.

In valumg equny -settled transactions, no account is faken of any performance conditions, other than condlllons linked to the price of the
shares of Redilex Holdings Limited.

The talr value is recognised, together with a corresponding increase in equity, over the period in which the performance conditions are
lullllled endmg on the date on which the relevant employees become fully entitled to the award {*vesting date™).

The cumulative expense recognised for equity-seitled ransactions at each reporiing dale until vesting date reflects (i) the extent to which
the vesting period has expired and (i) the number of awards that, in the opinicn of the directors of the Group, will ultimately vest. The
opinion is formed based on the best available information at balance date. No ad;uslment is made for the |ikelihood of market performance
condmons being met as the effect of these conditions is included in the determination of fair value at grant date.

No expense is recognised for awards that do not ultimately vest, except for awards there vesting is conditional upon a market condition.

Where the terms of an equity-settled award are moedified, as a minimum an expense is recognised as if the terms had not been maodified.
addition, an expense is recognised for any increase in the value of the transaction as a result of the modification, as measured at the date of
modification.

Wherelan equny settled transaction is cancelled, it is freated as if it had vested on lhe dale of cancellation, and any expense not yet

recognised for the award is recognised immediately. However, il a new award is substltuted for lhe cancelled award, and designated as
a replacemenl award on the date that it is granted, the cancelled and new award are reated as lf they were a medification of the original
award, as described in the previous paragraph.

The dilutive effect, if any, of outstanding options is reflected as additional share dilution in the oompulation of earnings per share.

(r) Revenue
Revenue is recognised to the extent that it is probable that the economic benefits will flow 1o the Group and the revenue can be reliably
measured. :

i

The following specific recognition criteria must also be met before revenue is recognised:

Revenus from Sale of Goods and Services-

Flevenlue from sale of goods is recognised when the significant risks and rewards of ownershlp of the goods have passed to the buyer
and can ‘be reasonably measured. Revenue on certain fixed price contracts where the Group provides systems development integration

and |n'slallal|on services are recognised over the contract term based on the percentage of completion. The percentage of completion
rnelhodology is used where the contract outcome can be reliably measured, control of a right 1o be compensated for the services has been

altained and the stage of completion can be reliably measured. Under this method, ‘revenue recogmsed is measured by the percentage of

costs incurred to date to total estimated costs for each contract. Stage of complellop is measured by reference to the material costs and

labour, hours incurred to date as a percentage of total material costs and estimated labour hours for each contract. Where the contract

outcome cannot be reliably measured revenue is recognised only 1o the extent that oosts have been incurred and are recoverable.
|

Revenue from fee for service contracts -
Revenue in the United States is principally derived from fees and trafiic citations lssued in jurisdictions where the company's equipment is

located.- Revenue is recognised when a traffic infraction is recorded by the company s equipment in various jurisdictions, The company
records an allowance on revenues based on histerical collection rates and citation enforceablltly

Addlllonal revenue in the United States is derived from the sale of photo enforcement equipment to municipal governments under fixed
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|-

?:unfracts Hevenue on lhese equipment sales is recarded when delivery of the system occurs. ‘

Defrlsrred Hevenue ! ;

Certain comp?ny s sales include the sale of equipment combined with the provision of services for a plenod not exceedlng one year.

Relvenue is recogmsed based ona commercial equipment sales margin and service revenue is deferred and recogmsed aver the period of
savice. Defefred revenue pnnmpafly represents paymenis received for which services remain to be provided. Amounts are recognised as
revenue when‘semce has been provided.

!nferFsr revenue c)

|
e Group has elected to appfy the option available under AASB 1 of adopting AASB 132 and AASB 1I39 from 1 Ji.lfy 2005. Cutlined beiow
are lhe relevant accounflng policies for interest income applicable for the years ending 30 June 2006 and 30 June 2005.

I
Accwntmg pohcres applicable for the year ending 30 June 2006

Re“vlalnue is recognlzed s interest accrues using the effective interest method. This is a method of calculanng the amortised cost of a
fln'aﬂc:lal assel and allocaf.lng the interest income over the relevant period using the effective interest rete which isithe rate that exactly
dlsoounts estimated furure cash receipts through the expected life of the financial asset to the net carrying amount of the financial asset,

i
Ar.iiclounﬂng pofrcres apphcabfe for the year ending 30 June 2005

Rei(veinue is recognlzed when the Group's right to receive payment is established.
i |

| Il

(s) Income Tax .

1

Curr‘ent tax assets and flabllmes for the current and prior periods are measured at the amount expecteld to be recovered from or paid to the

faxallon aufhonlles The fax rates and tax laws used to compute the amount are those that are enacted or substantively enacted by the

balance sheef date. i

pelfeirred income tax is provided on all temporary differences at the balance sheet date between the tax bases of assets and liabilities and
their carrying emounts for financial reporting purposes. |

Deferred i tncorne tax habnllfles are recognised for all taxable temporary diiferences except: '

when the deerred income tax liability arises from the initial recognition of goodwill or an asset or liability in a fransacflon that is not a
F busmess comblnatlon and at the tirme of the transaction, affects neither the accounting profit nor faxable proflt or loss; or

l\r;hen the taxable femporary differences associated with investments in associates, subsidiaries anld investments in joint ventures, except
where the tlmlng of the reversal of the temporary differences can be controlled and it is probable that the fernporary differences will not
raverse in fhe foreseeable future.

Deferred mcome tax assets are recognised for all deductible temporary differences, carry forward of unused tax assets and unused tax
Ioseels to the extent that it is probable that taxable profit will be available against which the deductible temporary differences, and the camy-
forward of unused tax assets and unused tax losses can be utilized, except:

v»lf'hen the deferred i income tax asset relating to the deductible temporary ditterences arises from the initial recognition of an asset or
I||ab||1ty ina transactlon that ts not a business combination and, al the time of the transaction, affects neither the accounting profit or
éixéble profff or Ioss or;

‘

when the deducubfe temporary difference is associated with investments in associates, sub5|d|ar|es and mvesfments in joint ventures,
ln whrch case a deferred tax asset is only recognised to the extent that it is probable that the ternporary difference will reverse in the

foreseeable future and taxable profit will be available against which the temporary difference can b‘e utilised:

Tn'e camying amoum of deferred income tax assets is reviewed at each balance date and reduced to me extent that it is no longer probable
thal Sufficient taxabfe proflt will be available to allow all or part of the deferred income tax asset to be utilized.

— g e ey

Unrecogmsed ‘deferred income tax assets are reassessed al each balance date and are recognised to the extent that it has become
prolbable that Iiuture taxable profit will allow the deferred tax asset 10 be recovered.,

|
Deferred mcome 1ax assets and liabilities are measured a the tax rates that are expected 10 apply to the year when the asset is realised or
1he I|ab|I|ty is settled, based on tax rates (and 1ax laws) that have been enacted or substantively enacted at the balance sheet date.

I| " I * N

Income taxes relanng fo 1tems recognised directty in equity are recognised in equity and not in profit or loss.
|
Dta'f:.e‘rreld tax assefs and deferred tax liabilities are offset only if a legally enforceable right exists to set off current tax assets against current
lawhabllmes aer the deferted fax assets and liabilities relate to the same taxable entity and the same tax authority.’
- }

(0}l Other Taxes ! ‘ o

Revenues, exp'enses and assets are recognised net of the amount of goods and services 1ax (GST) except:

* V\In'lhen the GST incusred on a purchase of goods and services is not recoverable from the taxation authonty in which case the GST is
' recogmsed as part of fhe cost of acquisition of the asset or as part of the expense item as appllcable and,;

Fiecenrablee and payables are stated with the amount of GST included.

‘%.5’: ':_

e ﬂet amount of GST fetl‘:overable irom, or payable to, the taxation authority is included as part of receivables or payables in the batance
eet. ‘i 1 .

!r i ! s K . :
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" For the purposes of income taxation, the directors of Redflex Hoidings Limited and |ts
" tax consolidated group from 1 July 2008. Members of the group have enlered into a t

- The Greup has elected to apply the option available under AASB 1 of adopting AASB

- 2006 and 30 June 2005.

+ Cash flows are included in the cash flow statement on a gross basis and the GST component of cash flows arising from investing and

financir;wg'activities, which is recoverable from, or payable to, the taxation authority, are classified as operating cash flows.

Commitnjems' and contingencies are disclosed net of the amount of GST recoverable from, of payable to, the taxation authority,

(u) Tax Consolidation

expense 10 the wholly owned subsidiaries on a prorata basis. n addition, the agreem‘
between the entities should the head entity default on its tax payment cbligations.

(v} Derecognition of financial assets and financial liabilities
are the relevant accounting policies applicable to the derecognition of financial assets

Accormtmg pohcres apphcabfe for the year ending 30 June 2006
) anancral asset‘s

'
1

100% Australian owned subsidiaries have formed a
ax sharing amangement in order to allocate income tax
ent pro\ndes for the allocation of income tax liabilities

132 and AASB 139 from 1 July 2005. Outlined below
and financial liabilities for the years ending 30 June

A fmancnal asset (or where applicable, a part of a financial assat or part of a group of similar financial assets} is de-recognised when:

* the ngth to receive cash flows from the asset have expired;

10 a third party under a 'pass-through’ arrangement; or

(I .
* the Group has transferred its rights to recsive cash flows from the asset and either,
rewards of the asset, or (b} has neither {ransferred nor retained substantially afl the
conlr0| of the asset.

]
- * the Group retains the right to receive cash flows from the asset, but has assumed an obligation to pay them in full without material defay

{a) has lransierred substantially all the risks and
risks and rewards of the asset, but has transfemed

:

When the Group has transferred its rights to receive cash flows from an asset and has neither transferred nor retained substantially a1l

the rlsks and rewards of the asset nor transferred control of the asset, the asset is rectlagnlsed 1o the extent of the Group's continuing
mvolvernent in the asset. Continuing involvement that takes the form of a guarantee gver the transferred asset is measured at the lower of
the original carrying amount of the asset and the maximum amount of consideration received that the Group could be required to repay.

When clonlinuing involvernent takes the form of a written and/or purchased opticn (inc!
on the transferred assel, the extent of the Group's continuing involvement is the amou

tuding a caéh settled option or similar provision)
nt of the lransferred assel that the Group may

|
‘ repurchase except that in the case ot a written put option (including a cash-settled optian or similar provision) on an asset measured at

tair valqe. the extent of the Group's continuing involvement is limited to the lower of the fair value of the transferred asset and the option

exercise price.

' (if) Financial liabilities

i

A financia'I liability is derecognised when the obligation under the liability is discharged or cancelled or expires.

When an ex:strng financial liakility is replaced by another tfrom the same lender on substantlally different terms, or the terms of an existing
liability are substantially modified, such an exchange or modification is treated as a dereoognmon of the original fiability and the recognition
of a new liability, and the difference in the respective carrying amounts is recognised i in profit or loss.

Accountmg policies applicable for the year ending 30 June 2005

IR (] Fmancraf assets
1 Afinancial asset was derecognised when the contractual right to receive or exchange

{f) Finahcial liabifities

(w) Borrowlng Costs

Borrowrng costs are expensed as incurred.

{x) Govemmenl granIs

Govemment grants are recognised when there is reasonable assurance that the grant

‘ complied with. When the grant relates to an expense item, it is recognised as income

systernatii: basis to the costs that it is intended 1o compensate.

cash no longer existed.

A hnancral liability was derecognised when the contractual obligation to deliver or exchange cash no longer existed.

will be received and all attaching conditions will be
over the periods necessary to match the grant on a

i

|
When the grant relates to an asset, the fair value is credited to a deferred income accoum and is released to the income statement over the

X I
expected useful life of the relevant asset by equal annual installments.

) Deri\ratlva financial instruments and hedging

|
g

| The Group has elected to apply the option available under AASB 1 of adopting AASB 1
v are the general accounting palicies for derivative financial instruments and hedging applrcable for the years ending 30 June 2006 and 30

June 20i05 i

: 1
|32 and AASB 139 from 1 July 2005. Outlined below
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Acc?unung prl'ClﬁS appIrcabIe for the year ending 30 June 2006

The \Group uses denvatlve financial instruments such as forward currency to hedge its risks assocnaled with lorelgn currency fluctuations.
Such derivative financial instruments are initially recognised at fair value on the date on which a denvahve contract is entered into and are
subsequemly remeasured to fair value. Derivatives are carried as assets when their fair value is posmve and as llabﬂmes when their fair

value is negalrve

Ill .‘

Any gains o Iosses arising from changes in the fair value of derivatives, except for those that qualify as cash flowihedges, are taken directly
lc"net profit 0r loss for the year. P

R ' ' \
air value of forward currency confracts is calculated by reference to cumrent forward exchange rates for contracts with similar maturity
profiles. { ' .

Far the purposes of hedge accounting, hedges are classified as:

* [ifair value hedges when they hedge the exposure to changes in the fair value of a recognised asset or liability; «

c]aslh flow hedges when they hedge exposure to variability in cash flows that is attributable sither to a parncular risk asscciated with a
recogmsed assator Irabllny or to a forecast transaction; or !

hedges cf anet |nveslmenl ina foreign operation.

A hedge of the foreign currency tisk of a firm commitment is accounted for as a cash flow hedge.
1
Alilhe inceplion of a hedge relationship, the Group formally designates and documents the hedge relalronshrp to which the Group wishes
to|apply hedge accounnng and the risk management objective and strategy for undertaking the hedge The documentation includes
|denl1l|cal|on ol the heclgu?g instrument, the hedged item or transaction, the nature of the risk being hedged and how the entity will assess
the hedglng |nslrument s effectiveness in offsetting the exposure to changes in the hedged item’s fair value or cash flows attributabte to the
hedged risk: Such hedges are expected to be highly effective in achieving offsetting changes in fair value or cash flows and are assessed
on| la.n ongomg basis 1o delerrnlne that they actually have been highly effective throughout the financial tepcrtmg peﬂods for which they were

d6'5|gnated ;

i '
Hedges that meet the smct criteria for hedge accounting are accounted for as follows:
(r) Ca'sh flow hledges
Casl} flow hedges are hedges of the Group's exposure to variability in cash flows that is attributable to] a parficular risk associated with a

rec';ogmsed asset or I|ab|||ly or a highly probable forecast transaction and that could affect profit or Ioss The effective portion of the gain or
I‘oss on the hedgmg mslrument is recognised directly in equity, while the ineffective portion is recognrsed in proflt or loss.

Mdunts taken to equity are transferred to the income statement when the hedged transaction affects prcfrl or loss, such as when hedged
mcorne or expenses are recognised or when a forecast sale or purchase occurs, When the hedged |tem is the cast of a non-financial asset
or liability, the amounts taken to equity are transferred to the initial camying amount of the non- financial asset or liability.

(u) Derivative fmancral instruments and hedging.

If the lorecasl lransacllon is no longer expected {o occur, amounts previously recognised in equity ate‘
Il the hedglng mslrument exprres or is sold, terminated or exercised withou! replacement or rollover, or‘

evoked amcunts prewcusly racognised in equity remain in equity until the forecast transaction occurs.

expected to occur the amount is taken ta the income statement.

I
Ac:cl:?:mtmg policies applicable for the year ending 30 June 2005
Fomi?rd exchange contracts

transferred lc the income statement.
it its designation as a hedge is
If the related transaction is not

The Group enters into lorward exchange contracts whereby it agrees to buy or sell specified amounts Pl foreign currencies in the future at a
predetermmed exchange rate. The objective is to match the contract with anticipated future cash flows from sales and purchases in foreign
currencres to protecl the Group against the possibility of loss from future exchange rate fluctuations. The forwasd exchange contracts are

usually for no ILcnger lhan 12 months.

Forward exchange contracts were recognised at the date the contract was entered into. Exchange gal

ns or Iosses on forward exchange

cmtracls were recogmsed in net profit except those relating to hedges of specific commitments, which were defefred and included in the

measurement ol the sale or purchase.

(z) lmpacl of adoptlon of AIFRS

The impacts of adoplrng AIFRS on the total equity and profit after tax as reported under previous Austr.

Prmc plies (AGAAP) are shown in Note 26.
1

(aa) Eamlngs per share

i
7

alian Geherally Accepted Accounting

'
i

Basrc EPSis calculated as net profit atfributable to members divided by the weighted average number,

of ord|nary shares adjusted for any

bohus element where applicable. Diluted EPS is calculated as the net profit attributable to members, adjusted for ‘costs of servicing equity,

the'after tax effect of dividends and interest associated with dilutive potential ordinary shares that heveI

olher non-discretionary changes in revenue and expenses during the period that would result from the

been recogmsed as expenses, and
dilution of potential ordinary shares

deled by the l\.'ve|gi‘lted average number ol ordinary shares and dilutive potential ordinary shares, adjusted for any bonus element.

| 3 .l .

|

| [ i o
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; (ab) con'mhuted equity
) Ordmary shares are classified as equity. Incremental costs directly attributable to the issue of new shares or options are shown in equity as
a deduction, net of tax, from the proceeds.

(ac) Trade and other payables

The Group has elected to apply the option available under AASB 1 of adopting AASB|132 and ASB 139 from 1 July 2005. Cutlined below
are the'relevant accounting pelicies for trade and other payables applicable for the years ending 30 June 2006 and 30 June 2005.
I

Accour'ru'ng policies applicable for the year ending 30 June 2006

Trade payable$ and othér payables are carried at amortised costs and represent hablhnes for goods and services provided to the Group

i purchase of these goods and services.

' prior to the end of the financial year that are unpaid and arise when the Group becomes obhged to make future payments in respect of the

i
1

. Accounting pohc:as applicable for the year ending 30 June 2005 !

-Trade payables and other payables are carried at costs which is the fair value of the consuderatlon to be paid in the future for goods and

_services received, whether or not bifled to the consolidated enmy

NOTE ;3

SFGMENT INFORMATION

! ) . ) , Y
', The Groqp‘s p]rimary reporting format is business segments and its secondary format is geographical segments.

The op'er'ating businesses are organised and managed separately according to the nature of :;he products and services provided, with each
segment representing a strategic business unit that offers different products and services different markets.

The Trafflc division operates within two key markets, the USA and Australia, The USA Traffic busmess is predorminantly a Build Own Operate

T and Mamtaln business providing fully cutsourced fraffic enforcement programs to cities and townshlps The Australian and International
f

Traffic bus:ness involves the sale of traffic enforcement products to those markets.

The Communications business involves the sale of a variety of communication based solutions to world markets, often via USA based prime

" contractors, This business has been treated as an operation dassified as a disposal group held for sale as the current intent is that this

businelss be divested.

The prlmary segmental split segregates the business units into revenue from recurring fee for service business and revenue related to the
sale of goods and senvices. The Corporate division represents the Group's Head Oifice which is based in Melbourne, Australia.

All inte_rsegmem sales are made on an arms length basis and similar 1o transactions with third parties. Segment revenue, expense and
result include transfers between business segments which are eliminated on consolidation.
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perating results by bu'siness and geographical segments are as follows:

| ] ! i o ' _ Disposal Total

Yea ended ano June 2006 Continuing Operations | gm:“:r I;:cei Operations

lBls ﬁésﬁ ‘Sgérinqnls Hi ui i Corporate USA Traffic Aust{:a::i: Tot‘al o

b Mo $000 $000 $000 $000 | $000 $000

'Rﬁ\:r:enue |
Revenue frorn sale of goods and

rservices to exlernal customers 557 1,836 11,627 14,020 117,502 31,522

\Re\:d!enue fror'rr1 fee for service ) ] :

jcontracis ! 0 40,120 0 40,1 I20 0 40,120

! IrIIter segmem revenue 0 0 11,509 1 1'5.09 7 0 11,509
"Total segment revenue 557 41,956 23,136 65,649 17,502 83,151

nlnlter segmem elimination 0. (11,509}
| Total Consolidated Ravenue 17,502 | 71,642/

S o

! Result .

-Eamlngs Betore Interest, Tax, :
Eieprecratlon and Arnortlfsatlon (3,022} 15,608 4,100 16,686 6,920 ) 23,606

' D‘E[?rec:lallon I (30} {9,461) (253) © .71-14) {303) {10,047}

| Amor1]|satlor1 : 0 ] (569) (5(?9) (786) {1,355)

‘Segment result Vo ! {3.052) 6,147 3,278 6,373 5,831 12,204

! l}ngllocated expenses ' 0 0

i Proﬁ! before tax and fmance

lc|r[1arges i ., 5,831 12,204

i fitlnﬁm}ce charPes | ‘ 121 (435)
Firoflt before i |ncome tax , . 5952 11,769

! In:c:c::me Tax Expense ' ' (1,769) (3.113)

| Net Profit for the year" ! 4183] 8,656/

I ) ! '

N (NI 4 -

1 (-

| | 1 i
Assets and Laa!:.ulltles'I ' :

: Elegment assets ‘ 0 75,338 18,275 93,?13 11,120 104,733 ]

i U!nlellllotiaied :assets ‘ 8,739 0 0 8,739 0! 8,739t

| Total assets | I 8,739 75,338 18,275 102,352 11,120 113,472

I 1 !’ i r

| : [ l ! i

! I . ’

i ?lelgl;ment Iiatéilities - ' 0 31,803 4,001 35.|804‘ 2,275 38,079
l{n?!l'ocauad ‘Iiabilities ' 4,087 0 0 4,987 ' 0 4,087
Total Liabilities v 4,087 31,803 4,001 39,891° ' 2275] 42,168

b - : E

(IJltiher segménl Inforr?aﬁon
liE;mtal exper?dnure | 22,529 459 22.?93 104 23,097
mpairment | Iosses 550 0 550 0 550

|

L]
1
f
‘;;

|
|
<
[ im
|
I
[
|
|
|
|
\
|
!
|

REDFLEX HOLDINOS LIMITED

ot




[T

e ———————— e L b e o

| Disposal group Total
Year ended 30 June 2005 Continuing Operations held for sale Operations
- Australian :
Business Segments Corporate USA Traffic Traﬁl'"lc : , Total
' $000 $000 $000 , $000 $000 $000
Revenue '
Revenue from sale of goods and . : :
services to external customers 0 2,328 5677 ! ; 8,005 8,389 16,394
Finance income 215 0 0: { 215 0 215
Revenue from fee for service : :
contracts | _ 0 29,723 0 129,723 0 29,723
In1er-s‘e§men1 revenue 0 0 9,176 9,178 0 9,176
Total segment revenue 215 32,051 14,853 47,119 8.389 55,508
Inler-segmeni elimination ' 0 (9,176)
Total Gonsolidated Revenue ﬂ 8.389] 46,332
| |
Result ’ i
Eamings Belore Interest, Tax, ' i
Depreciation and Amortisation (2.299) 14,831 1 ,4?4 ' 14,026 2,325 16,351
Oepreciation () (5,843} (1911) (6,105} {380) {6,485)
i .
Amortlisation {0) © (487) (487) (701) (1,188)
Segment result ~ (2.370) 8,988 816 | 7,434 1,244 8,678
Unalldcated expenses * . 0 0]
Profit before tax and finance ' ; '
. charges : 1,244 8,678 ]
Finance charges ! 22) {321)}
+ -
Profit before income tax ! 1,222 8,357
tncome Tax Expense 5 (367) {1,436)
Net Profit for the year 855 | 6,921/
' : }
Assets and Liabilities ; !
|
Segment asseis 0 53,865 8,770 62,635 12,738 75,373
Unallocated assets 9,125 0 0 9,125 0 9,125
Total assets 9,125 53,865 8,770 ' 71,760 12,738 | 84,498 |
- ' i
% |
Segment liabilities 0 16,468 2977 19,045 1,120 20.165;
Una!lv%)c'ated liabilities 5,519 0 0 . 5519 0 5519/
Total Liabilities 5519 16,468 2577 24,564 1,120 25,684
i : !
| |
Other sagment Information
{ .
Capilallexpenditure 20,261 284 20,545 105 20.650
Impaiment tosses 0 0 0 o, __ o
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eographncal Segments
ThI= If;onsollciatecl entltyls geographical segments are determined by the Group's assets and operatrons The following table represents
revenue and certain asset information regarding geographical segments for the years ended 30 June

Year ended 310 June 2006

2006 and 2005.

- Unallocated

| ' } L UsA Australia Total
L ' $000 $000 '$000 $000
;Hevenue I‘ : .

| Revenue from sale of goods and services to external ;

| cslomers j. : ‘ 16,803 21,668 4,560 43,031

| Re!renue from fee for service contracts 40,120 0 0 40,120

|8 Lﬁs gevenue from oprfretsons classified as a disposal o

glroi.tp held for sale : i (11,811) (1,723) (?,968) {17,502)
Total ravenue from conunumg operations 45,112 19,945 592 i 65,649

| Inter- segment sales | ' ; . i {11,508)

| Slegment revenue ; ll : : i ! 54,140}

1

| Other segment information | )

| S'elg'ment assets i 74,674 29,396 0 104,070

} ldniaﬂocaied assels | | 0 9,402 .‘ 0 9,402

| Tolal assets ! 74,674 38,798 | 0 113,472!

I :)llal expeFditure I 22,529 568 i ;0 23.007]

! | '

B | - 5 ‘

IYear ended 30 June 2005

! i o USA Australia Unallocated Total

; 1 i : $000 $000 _so00 $000

' Reverue | C ;

! ﬁevenue from sale of goods and services to external . {

| c:%LfstDri'lers 0 5,469 17,734 2,367 25.570;'

I ﬁ'ilrance lncome i 0 ] 215 2151
ﬁ!evenue fro]rn fes for serwce contracts 29,723 0 0 29,723
‘(T'}lner revenue from extemal customers 0 0 , 0 0

ss :evenue from operations classified as a disposal

group held for sale 0 (8,389) 0 (8,389) |
l‘l‘clnal reveml.le from c?ntmulng operations 35,192 9,345 2,582 l 47,119
Inier-segment sales : | l (8.176)
Segment revenue D l 37,943

oo . |

i :Other segn}entinfonnaﬁon : !
I?ﬁgn\ent asrsets | ! 53,865 19,502 0 73,457
IUnaHocateq assets . . 0 9,485 0] 9,485
Total assets L 53,865 29,077 ol 82,942

‘ 20,261 389 0 20,650

‘Capital expenditure




: NOTE!4

| REVENUE AND EXPENSES :
i .
o : Consolidated En'lity 0 Parert Company
a R 30 June 2006 30 June 2005 30June 2006 30 June 200
' $000 $000 $000 $000
Revenues and expenses from continuing aperations ! | !
Sate df goods and services 13,463 8,005 0 0
[ Revenue from fee for service contracts 40,120 29',723 ] 0
Management fees 0 0 2417 2,238
| Finance revenue 557 ‘215 529 170
Total Revenue 54140| | 37943 2,946/ 2,408
.. b : s
{ Depre:ci'a:ion. amortisation and impairment costs !
included in income statement | S
Depreciation on assets in fee for service business 9,461 5,887 ] 0
Depreciation .Of other assels 283 2{ 8 30 74
Arnonislation of development costs 569 487
| Impaiment ojf Plant and Equipment 5501 0 0
t K !
' Employee benefits expenss
| Wages and salaries 16,526 17.2;14 667 622
Payroll Benefits 1,556 765 85 0
Contract Labour 2,044 2,137 0 8
j Superannuation 506 6261 76 60
i Paymll Taxes 1,287 . 1204 57 41
'E Sharé-based payment expense 218 ' , 582 218 582
l Other Payroll related costs 1,873 1,023 3 0
! C 24,010/ 23611 1,1081 1,313
i N
»  Research and Develcpment costs { !
Expensled in administrative exp;anses ii_ﬁ_____ﬁ_m “_5“52.; ‘o o 0

'
'
H
1
‘
Y
i !

Disposal Group held for sale

p ! 30 June 2006 30 June 2005
; $000 $000
: Fleve:nues and expsnses from operations classified as a disposal group held for sale ! :
#  Sale of goods and services ! 17,502 8,389
: L .
Depfeciaﬁon. amortisation and impairment costs included in income statement
Depreqiatioﬁ of other assets . 303 380
: Amo:rtis'atiori of development costs ! 786 725
L | |
i Employee benefits expenss ' '
1 Wages and salaries . 3.992i 2,818
Payroll. Benefits 238 | 0
: Contra'ct Labour 1,1039 s 201
Supérannuation 304 | 254
Payroll Taxes ! 195 ; 189
. Other Payroll related costs ‘ 12} 0
il 5,780" 3,552
| ' '
'f Reséarch and Development costs ; _
; Expe'nised in administrative expenses ’ _._,5_9_; 38
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NOTE'5 INCOME TAX
t

i : )
F |
R Dl'l-lx HOI.DIHGS LIMITED

i

i
O

.

§ |
\ 1 F | ! Consolidated Entity Parent Company
‘ | : ] | 30 June 2006 30 June 2005 30 June' 2006 30 June 2005
§: ‘ ' ‘ ’ i, $000 $000 $000 $000
M r components of |noome tax expense for the
- ye ] ended 30 June 2006 and 2005 are:
K
IToome statement \ I
) Curre‘nt tncome Tax |
| Current Income Tax charge 2,614 253 @) (95)
Ad;ustrnents in respect ot current income tax of
‘ preivtous years i ’ 217 (! 0
Deferred Incorne Tax ! i 0
Relatmg to orrgmatron and reversal of temporary |
cﬁrf{erfnces_ | | {1,270} 5991 | 0 0
| [ . :
| Incpme tax lex.pense reportest in income statement i 1,344} 1,069 I | t32)l (95)
N
| A reconcrlratlon of i |noome tax expense applicable to
: aloﬁ:ountmg profit before income tax at the statutory |
; mgorne tax rate to income tax expense at the !
' gonsolrdated entity’s effective income tax rate for the '
| ye ars ended 30 June 2006 and 2005 is as follows: |
! .
i litct..ountmg profit betore tax from continuing operations 5817 7,135 (107} (899)
i Prﬁrfrt before tax from operatrons classified as a t
| dlsposal group held tor sale | 5,952 1,222 | 0 ]
| Aocounung prollt before income tax i 11,769} Bas7 | | (107)f (8399)
+ 1 =
| |H L |
t ﬁtt”the statutory income tax rate of 30% (2005: 30%) 3,531 2,507 (32) (269)
,‘ ﬁtdjustments in respecr of current income tax of ]
| ;faréwous years 0 217 0 0
I
I' anact of tax rate drﬂerentrat an foreign operations 235 167 | 01 0
Rl
| lIJnrecognrsed tax Iosses brought to account {390) {1,236) i | 0 0
: Il'?esearch and Development concessions (182) (219) 1 ! 0 0
t Omer : | (81) ol 0 174
At]eﬂectlve income lax rate of 26.5% (Parent 30%) ! ’
{2005: 17% Parent 30%) 31 13} 1,436, {32) {95}
t |
I '
|ncome tax expense reported in income statement 1,344 1,069 r (32) {95)
Inoome tax attnbutable to operation classified as a |
isposal group held for sale 1,769 367 || ] 0
o L 3,113 1,436 || ©2)} (85)




o ama

I

| -

L Balance sheet : Income Statement

b 30 June 2008 30 June 2005 30 June 2006 30 June 2005
o : $000 . $000 $000 $000

N Deferred Tax L !
Deferred income tax at 30 June relates to the !
following: |
, | :
CONSOLIDATED
Deferred Tax liabilities ; .
Accelerated depreciation for tax purposes 4.843% 2,425 ; 2,418 2,425
i . ! '
Capitalised development costs 1,024,° 2,293 | (1,269 2,203
Gross Deferred Tax Liabilities 5867! | 4718 | |
Lo 'i | |
CONSOLIDATED : | :
Delerired tax assets i . !
Post-employment benefits 333§ ‘ 245 {88) {245)
Provisions 320 498 ‘ 178 (498)
Taxable profst on sale of cameras ahead of recognition ) ' |
in the accounts 1,800 . 798 ' (1,102} (798)
Losses available for offset against future 1axable income 5132 3,725 | (1.407} {2,578)
i ;
Gross Deferred Tax Assets l 7.685' | 5,266 I
Deferred Tax Charge b 01.270)| 599
L |
] i
The consolidated entity has tax losses arising in Australia with a tax value of $Nil (2095: $141,000) that are available indefinitely for offset
against taxable profits of the companies in which the losses arose. The consolidated entity has capital losses arising in Australia with a tax
vatue of $390,000 which have been recognised as a deferred tax asset.

L . .
The consolidated entity also has tax losses arising in USA with a tax vatue of $5.132 million (2005: $3.725 million) that are avaitable

indeﬁhitély for oltset against taxable profits of the companies and in the country in which the Ios"ses arose.

AL 30 June 2006 there is no recognised ar unrecognised deferred income tax hab:hty (2005: $N1I) for taxes that would be payable on the
unremitted earnings of the consolidated entity's subsidiaries, as the consolidated entlty has no liability tor additional taxation should such

amou'nﬂs be remitted.

Tax Consolidation .
Redflex Holdings Limited and its 100% Australian owned subsidiaries are a tax consolidated group effective from 1 July 2003. Members

|
of the group have entered into a tax sharing arrangement in order to allocate income tax expense to the wholly owned subsidiaries on a

prora]ta ‘basis. In addition the agreement provides for the allocation of income 1ax lle':lbllltles between the entities should the head entity
default on its tax payment obligations. At the balance date, the possibility of default is remote. ‘The head entity of the tax consolidated
Group i is Redflex Holdings Limited. \

Tax eﬂect accounting by members of the tax consolidated group }
In prepa.nng the accounts for Redflex Holdings Limited for the financial year ended 30 June 2006 the following amounts have been
reoognlzed as tax consolidation contribution adjustments:
(I : Parent company
‘ 30 June 2006 30 June 2005

|

i ' : ; $000 $000
Total increase io tax expense of Redflex Holdings Limited | 0 | 0
Tota;J increase (reduction) to intercompany assets of Redilex Holdings Limited Co —OJ 0
Tota:l increase {reduction) to equity accounts of Redflex Holdings Limited |l . 3258 (664)
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NOTE s

dPERATIOINS CLASSIFIED AS A DISPOSAL GROUP HELD FOR SALE

Wlthlln Lhe company S presentatrons of the 31 December, 2005 results, Redflex Holdings Limited announced the decision of its board of
drrectors to drvest the operations of Redflex Communication Systems, a company that designs, mtegra!es and installs voice and data
commumcalron systems for the commercial and defence markets, and is a separate business segment that is pant of the Australian

oper ations.

i

1 '|

board has decided that the Communications business will be divested o allow the full focus and resources of the company to be

appred iothe drgl!al Traffic camera photo enforcement business. The disposal of Redflex Comrmnrcatrons Systemns is currently being

The resulls tor Redflex Communications systems for the year are presented below:

i [

otrated As at 30 June 2006, Redflex Communications Systems was classified as a disposal group held for sale.

!

Nl

t ! 30 June 2006 30 June 2005
! ' $000 $000
Revenue | 17'502} 8,389
E)Iclpi(lanses I (11 550)] (7,167
'Proﬁ‘l before lax from gperations classified as a disposal group held for sale l 5, 952I 1,222
! ' n : |
‘lncome tax eipense | ! !
] r| alaied to pretax profit (1,769) (387)
- rLIlated to r‘neasuremem to fair value 0 0
NL tl profit attrlbutable to operations classified as a disposal group held for sale i 4,183} 855
i -
Cash Flow Information , 30 June 2008
H ! r i $000
INﬁrt;.e:sh flow from operairng aclivities ‘i : 5,575
!Nﬁtlﬂsh flow from |nvesl|ng activities ; | (26)
Net cash flow from frnancrng activities i (6,187)
erart'.ash outﬂow v | (B)}

o

The ma]or clasaes of lmts and liabilities of Redfiex Communications Systems Pty Ltd meas

amount and fair value less costs to sell as at 30 June 2006 are as follows:

ed at the lower of carrying

30 June 2006

e

REDFLEX HOLDINGS LMITED

]

i

I
i I ' l
i ) ' ,
r | H | $000
i 1 LI T
Ll a
:Intualr gibles | ! ‘ 5944
r’lar;l and Equ'ipment i [ 289
lm:r:e”n:ory ; } | 2,517
IF’rﬁpaymems I ' 60
Treid= and other receivables ! 1,657
C%lslh and oash equivalents i - 653
Assets classrﬁed asa d|5posaj group held for sale { ‘r 11,120{
| ’ 'E ’ | | ,
Lra}l:lrlhlres 1 |
TrIadEe Credrtors and Payables 108
Aclcr}Jed Liabilities 370
PrT\lrisrons Current ‘ l 214
Prﬂ sions — Non Current 129
Deferred Tax Lrabrlny I 1,454
!.lgl? lities dlrectly associated with non-curent assets classified as a drsposal group held for | ! : E
" sale| | 1 | Lo 2,275,
B (IR Lo I |
' i E , r : —_—
Net assets attributable to operations classified as a disposal group held for sale f | 8,845]
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' NOTE I7

‘ weighlédiaverage number of ordinary shares cutstanding during the year.

1

!
To caqulate earnings per share for operations classified as a disposal group held for sale the weighted average number of ordinary shares
for both bas:c: and diluted is as per the above table. The following table provides the prom ftgure used as the numerator:

: 30 June 2006 30 June 2005
' $000 5000

Net profit attributable to ordinary equity holders of the parent from operations classlfled asa

disposal group held for sale
i

For basic eamings per share

For dlluled earnings per share

EARNINGS PER SHARE

Basic e'amings per share amounts are calculated by dividing net profit for the year aty

4,@] 855

-
4.81 cents
! _4.70 cents|

0.96 cents

ibutable to ordinary equity holders of the parent by the

‘

Dituted eamlngs per share amounts are calculated by dividing the net profit attnbutable o ordlnary shareholders by the weighted average
number of ordinary shares outstanding during the year adjusted for the effects of dltutwe options i not yet converted to shares.

The following reflects the income and share data used in the total operations basic an

d diluted eammgs per share computations:

|k

1
There have been no other transactions involving ordinary shares or potential ordinary
completion of these financial statements.

. Consolidated

; 30 June 2006 30 June 2005

: ' $000 3000
Net prbfit atributable to equity holders from continuing operations 4, 473! 6,066
Profit attributable to equity holders from operations classified as a disposal group held tor sale 4 183} 855
Net Profit am%butable to equity holders of the parent 8,656) 6,921
Net Plf-of'it attributable to ordinary shareholders of the parent for basic and diluted sarnings ! l
per share , 8,656 6,921

K ]

1,

' ! Thousands Thousands
Weighlleld average number of ordinary shares for basic earnings per share ‘ 86,806 84,448
Effect of dilution - share options not yet converted to shares 2,135 5,048

: Adjusted weighted average number of ordinary shares for diluted sarnings per share ) 89,041 ] 89,496
1 \
Weighted average number of converted, lapsed or cancelled potential ordinary shares included.

in diluted earnings per share 1,245 473

shares since the reporting date and before the

ANNUAL REPORT 2006
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) Fra'nking cradlt balance '

The'amount oi franklng credlls available for the subsequent financial year are;

anklng accoum balance as at the end of the financial year at 30% (2005: 30%)
rankmg credlts that w1|| arise from the payment of income tax payable as at the end of the
fnanclal year [

franklng dﬁbns that w1ll arise from the payment of dividends as at the end of the financial year
1rank|ng credns that wull arisg from the receipt of dividends recognised as receivables at the
repomng date ! ;

Iirankmg crciedlls that me entity may be prevented from distributing in the subsequent year
The amount of frankmg credns available for future reporting periods:

impact on the franking account of dividends proposed or declared before the financial report
was authonsed for issue but not recognised as a distribution to equity holders during the period

— ,Wu_

: T
e tax rate at which proposed dividends will be franked is 30% {2005 - 30%).

|

llbﬂ.ﬂ IIOI.DINGS LIM1TED

Consolidated

30 June 2006 30 June 2005
$000 $000
253 0
3,258 253
.0 0

"

0
35111 253
0 0
3511 253




‘ NOTE p CASH AND CASH EQUIVALENTS

- : Consolidated Parent Company
) | I 30 June 20086 30 June 2005 30 June 2006 30 June 2005
Py . soo0 | $000 $000 $000
Cash at'bank and in hand 4,666 . 3,344 94 44
i Shorterm deposits [ 6,898 I 5,000 ’ 5,605 5,000
o P | 11564] |~ 8344 5,769 5,044
P -
‘ Cash e;n bank and in hand earns interest a floating rates based on daily bank deposit ra}es .
1. Short tler!'n delposits are made for periods between one day and three months depen‘ding on l:he;immediate cash requirements of the
) f | consollidated entity, and earn interest at the respective shon-term deposit rates
{ ‘ " The 1air value of cash and cash equivalents is $11,564,000 (2005: $8,344,000). ‘
| ; K Consolidated ’ Parent Company
. ' _ 30June2006  0.June 2005 ~ 30June2006 30 June 2005
‘l b | ‘ 1 $000 §000 $000 $000
e ' Recondiliation of Cash ! :
, . Foritie purposes of the Cash Flow Statement, cash and |
) ;  cash equivalents comprise the following at 30 June: ;
,  Cash at bark and in hand 4,666 3,344 94 44
1 f Short-term deposits 6,898 5,000 5,695 5,000
: by 11,564 8,344 5,789 5,044
! Cash at bank and in hand relating to operations
| | classiifiéd as adisposal group held for sale 653 , .0 0] 0
‘ ' 12217] | 8,344 ! 5,786/ 5,044
; ¢
' F Reco:nciliatic')n from the net profit atter tax to the net
! 1 cash flows from operations .
é Net Profit/{Loss) atter Income Tax 8,656 6,921 {75) (804)
!
oo |
: Non Cash Flow Items I ' i
. Depreciation Expense ’ 10,047 | 6,485 30| 74
t Amortisation of Intangibles 1,355% ' 1,229 0 0
. Provisi;on for Employee Entitlements . 590,1 (261) 26| (7)
, 5 Impaiment PP&E and Capitalised Develapment Costs 5501 0 0 0
' ’ | Share Based Payments ' 218] ' 582 215! 582
i b C
- ! !
-i | Chaﬁde in Qperating Assets and Liabilities !
' Decr'e:asef(lhcrease) in Security Deposits 0. (183) 191, 242)
:! ‘ Dec:’ease}(lncrease) in Prepayments 143" 158 18 ‘ 337
i |fj ! Decfeése/(lncrease) in Receivables — Non Current 0 o {5.676) ; {3,972)
i Decrease/(Increase) in Receivables - Current (3,720) (1 .4'51) 18?? 0
‘ i Decrease/(Increase} in Inventories (1,524) (2.2'40) 0 0
i i‘i : Decrre‘asaf(lncreése) in Deferred Tax Asset (2,421 1 (3,581} {7) (743)
’ , ' IncréaseJ(Decrease) in Deferred Revenue 267! {255) 0 0
. i | Incr?age/(Decrease) in Deferred Income Yax Liability 2,602| ‘ 4,504 0 2,079
' Increase/(Decrease) in Provision for Taxation 3,005 - 252 3,005 253
) i‘ ~Increase/(Decrease) in Payables 698 2,592 (188) 263
g ’ | Net:Cash from Operating Activities ! 20,488, | 14,752 | @271/ (2,180)
f : | |
. .+ Disclosure of financing facilities is shown in Note 17.
' [ 1 Disc:oslure of non-cash financing and investing activilies is shown in Note 17, ‘ C
S
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NOTE 10 TFlADE AhiID OTHER RECEIVABLES {CURRENT)}
| f
; ‘ , | i Consolidated Parent Gompany
‘ J " | 30 June 2006 30 June 2005 30 June 2006 30 June 2005
i I ' .
! ‘p I $000 $000 1 5000 $000
Tr;I ade Receivables ' 11,858 9.251 ’ 0 78
I
'Provision for doubiful debts {(181) (1241 0 0
x | o i 11,677 91271 | of 78
| i 1 ’ i
!Oll%r}eler F\‘ecewables . 1,061 1,808 | 93 878
IProvision for doubtiul debts ) {499) {(1,231) 0 (676)
| i
. s I 562! s577] | g3l 202
i 4 11 .
' ) | | l i l ]
HE i U | 12,239 9.704| sai 280
] B
]
Trade :eceuvables are non-interest bearing and are generally on 30 day terms
1
N01|‘E~11 mvemonlss !
| ¢
! C
' i | Consolidated Parent Company
‘ ! l | 30 June 2006 30 June 2005 30 June 2006 30 June 2005
! ' 1 v .
il bi | $000 $000 $000 $000
“Rla\l\t' Materuals at cost 0 1,447 | 0] 0
:Work in Progress al cost 3,290 4,090 i 0! 0
!Inlrastructure Components at cost 9,083 7482 , 0 { 0
'F{ro vision for write- dowps {524} (500) | 0 0
* i ! { 11,849/ 12519] | ol 0

!
1 1
1 1

I u

| o ! :

NOT E12 OTHER FINANCIAL ASSETS (NON-CURRENT)
| ! .

|

Inira|5tmciure components represent items held to manufacture photo enforcement camera systems primarily {or use within the business
. rather than forresale 1 !
i

: I ) : Consolidated Parent Company
“ P 30 June 2006 30 June 2005 30 Jung 2006 30 June 2005
NS $000 $000 $000. $000
! Controlled edlies . 0! i | 37,754 68,746
| Prowsson forr non—recovery 0 {15,485) {15,485)
| Oﬂ!1er Corporahons 784 OI 784
\ P Qvision for | non recovery (784) | | 0 (784)
‘ . i , 0] of | 22,2691 53,261

L
NIE

1
|
1
i
|
DINGS LIMITED
| [
AT A
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NOTE 13 PROPERTY PLANT AND EQUIPMENT

1

Consolidated

Parent Company

-
|
Impairment loss

The impairment loss of $550,000 represents the write-down of cerlain praperty, plant

in Redftex Traffic Systerns Inc.

/ .
Vear ended 30 une 2006 oot | omer Equpment | P oher Equpment
ot $000 $000 $000 $000 $000 $000 $000
At 1 July 2005, net of accumulated 36,104 507 1o64| | ss27s] 16 as 61
depreciation and impairment |
Additions 20,799 535 1763| 1 23,007 6 10
Dispo_sa!ls (54) 0 0 : (54)] 0 0
R donond g @ 0y @] e 0 0 0
Impail‘!'rﬁent (550) 0 0 ‘ {550 0 0 0
Deprgciation for the year 9,217) (184) (648) ; {10,047) (11) (19) (30)
Exchange adjustment 1,656 28 98} | 1,782 o 0] of
At 30 June 2008, net of ! ! ' 1
accumulated deprectatlon and 48,501 .873 .2,840 | 52,214] 11 301 4 !
|rnpa|rrrllent ) i ' [ ‘ i
! }

At 1 July 2005 I |
Cost | ; 50,821 1,015 2,649 I 54,485 634 105 i 739
Accumulated depreciation and

_ impailmr}em P (14,717 (508) (985) \ (16.210) (618) (60) | (678)]
Net Carrying amount 36,104 507 1664 | 38275] 16 45| 61}
At SOIJLgne 2006 E ‘-
Cost i 71,505 1,575 4,294 ’ 77,374 639 109 l 748!
i’::;:{:;‘ﬁfd depreciation and {23,004} (702) (1,454) i (25,160) (628) (79| (707) |
Net Camying amount 48,501 873 - 2840| | 52214] 1 30| 41

and equipment to recoverable amount predominantly

Dunng the year certain camera systems installed in contracted cities within the USA were unable to generate revenue due to legislative
and cuslomer constraints. The company considers the likelihood of an early resumptlon to revenue generaling activities as low and has
recordecli an impairment loss accordinghy.

The recoverable amount was based on value in use and was determined at the cash

value in use, cash flows were discounted at 13% on a pre tax basis,

Leased assets

generating unit level, being USA Traffic. In determining

The carrylng value of plant and equipment held under finance leases and hire purchase ccntracts at 30 June 2006 is $1,136,000 (2005:

$566,000).

Leased assets and assets under hire purchase contracts are pledged as secuity for the related finance lease and hire purchase liabilities,

the amoum pledged is equal to the outstanding finance lease and hire purchase obli

igation as disclosed in Note 21.
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: P Consolidated Parent Company
' IF il : Plantand Furniture &  Computer Furniture &  Computer
1‘{5 ar ended 30 June 2005 equipment other Equipment Total other Equipment Total
. " H
| | F V! $000 $000 $000 $000 $000 $000 $000
,At 1 July 2004, net of accumulated
deprecuatuon &nd lmpalrment 26,187 186 927 27,300 224 30 254
) Addltlons 19,135 525 940 20,650 5 31 36
'Dtsposals s (26) {2) (9) (37}, (155) 0 {155)
ol .
| I?p reciation for the year {6,165) {126) (194) (6,485) {58) (16) (74)
IExcwange adjustment \ (3,027) (76) {50) (3,153) 0 0 0
AL 30 June 2005, net of accumulated | l . ' : l l
depracnanoni | Y 36,104 507 1,664 38,275 16 45 61
T T
lAItli July 2004 L :
o+ | 35,237 783 1,720 37,7401 793 105 898
I i
Acwmulated deprecuatlon and ¢ I
||mpa|rment b . : \ (9,050) (597) (793) (10.440) | {600) {44) {644)
1
Net Carrying:;amoum ! 26,187 186 o7 o730l | 1s3 611 254
o |
rAlil 30 June 2;005 !
\Coeit F P 50,821 1,015 2,649 54,485 634 105 739
\Accl:umulaled depreuauon and ‘ )
Irrl‘lpalrment \ ' {14,717} (508) (985) (16,210} (618) (60) (678) I
Net Carrylng amount, ! 36,104 507 1664  as27si | 16 45 61

By
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NOTE 14 INTANGIBLES

*

Develbp'rrent costs are capitalised at cost. This intangible asset has been assessed as having a finite life and is amortised using the

| Year ended 30 June 2006
‘ Consolidated ' Parent Company
i Development Development
I Costs Goodwill Toltal . Costs Goodwilt Total
! $000 $000 $000 $000 $000 $000
At 1 July 2008, net of | - :
accumulated depreciation and . ) ]
lmpalrment 8,371 400 8,771 ; 400 400£
Addltlons 5,280 0 5, 280 | 0 0
Attributable to operation dlassified !
asa d|sposal group held for sale by .
net) ' (5,944) 0 (5.9?4) f 0 0 0
Amonlsation for the year {1,354) 0 (1,359 ' 0 0 of
G-remtI received (1,204) 0 (1 .2?4) ) 0 0 0
Exchange adjustment 0 0 | 0 \ 0 0 0
At 30 June 2008, net of 1 f |
accumulated depreciation and ‘ X
impailrrflenl ‘ 5,149 400 5549 0 400 400 |
: : :
v I
At 1 July 2005 ! :
Cost' 11,484 400 11,684 0 400 400]
Accummulated amortisation and # )
impaiment (3,113) 0] {3.113) 0, 0;
i : -
Net Cairying amount 8,371 400 | 8771} 0 400 | 4004
1 1
. | :
At 30 June 2006 i i
Cost ' | 7,096 400 7,496 0 400 400:
Accuhhla:ec_l depreciation and ' g
impaiment (1.947) 0 (1.947) 0 0]
|t | 1
Net Carrying amount 5,149 400} 5,549/ 0 400 | 400!

straight line method over a period of 10 years. The assel is tested for impairment where an indicator of impairment arises.

i (
An impairment loss of $33,000 was charged for continuing operations in the 2006 financial year. The impairment loss represents the write-
down of certain previously capitalised development costs in Redflex Traffic Systems Pty Ltd where recovery is now considered unlikely. The

impairment logs has been recognised in cost of sales in the Income Staterment.

Prior to the process of disposal of Redflex Communication Systems Pty Ltd, recoverable amount testing was performed, as there were

several impairmem indicators present iriggering the requirement to underiake recoverable amount testing.

The recwerable amount was based on fair value less costs to sell and was delermlned at the cash-generating unit level consisting of the
Austrahan based assets of Redftex Communication Systems Pty Ltd relating tc the reportable Communications segment.

Govemmem grants received in relation to development costs are ofiset against the expendlture incurred.

1
1
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Year,ended 30 June 2005

o | \

Consolidated

Parent Company

|
1

1 i Development Development

. i Costs Goodwill Total C?sts Goodwill Total

A1 ¢ B '

{ ! K ! | $000 $000 $000 $000 $000 $000
1A 1] July 2004, net of accumulated !
Idepreciation'; - 6813 400 7.213 0 400 400
|Ad | Addiions ¢ o 4,064 0 4,064 0 0 0
L i ' [
'lr?{tpalrment , 0 0 0 0 0 0
Gﬁ'z At recewed - {1,294) 0 {1,204) 0 0 0
Amoriisation for the year ' (+.212) 0 (1,212) 0 0 0’
/A1 30 June 2005, net of‘ I ‘ [ |
acc‘umulated deprectatlon : B,371 400 8,771 0 i 400 400
o | | %
:A'tl 1| July 2004 o
' o 1 8.714 400 9,114 0 400 400
Accumulated depreciation and |
'lmpalrment ; ' {1,901) 0 {1.801)] 0 of
Net Carrying amount 6513 400 | 7,213 | 400 | 400!

t {1
oL |
Al 30 June 2005 I
tCost 3 I 11,484 400 11,884 o 400 400

ccumu ate epreuatlon an R

| AbLutnulated d d
;mpaurment : : {(3.113) 0 (3,113) 0 0|
‘Net Carrying amount | 8,371 400 | 87711 | o 400 | 400!

I i
} <

Impalrment iestlng of goodwill

Gocﬂiwtll acqmred through business combinations has been allocated to the Australian Traffic business as the cash generating unit for

|
|mpa|rment testlng i
l

+

I
Good\mll was acqwred upon the acquisition of the business and business assets of Poltech Pty Ltd in

2003 and is impairment tested on an

¢
annual basis., |The recoverable amount of the Australian Traffic segment has been determmed based upon avalue in use calculation using

Ktay“assumptlons used:i |n cash flow projections to undertake impairment testing of goodwill are:

|* (| Basis used to determme the value assigned to budgeted gross margins is the average gross marg

l‘ b'e!ore the budgeted year increased for marginal expected efficiency improvements.
‘ }

I Fl’lrcnected cash ﬂows have been discounted by 13% {2005 13%}.

|°,. Revenue growth has been forecast based on average historical rates.

. J
| v
N
Lide
i by
i | N
1 ;
e

i ) o
‘llillam HOLDINGS LIMITED

b

+
I
i t
|
1

o - I

|
le 'llihe yield on a five year Government Bond rate consistent with external informational sources is uti

casr ﬂow projections b'ased on hnanmal budgets approved by senior management covenng a five year perlod

I ' 1 l 1

: ! - Consolidated Parent Company

! ‘ ! - Traffic Segment Traffic Ssgmant

t ' 30 .June 06 30 June 05 30 June 06 30 June 05

i 1 '

| i $000 $0C0 000 $000

P ] . :

' Caltying amount of goodwil ) aoo| | ao0] 400
| o

I

qgins achieved in the year immediatety

ised,

iThe basis used o determme the value assigned to the materials and labour is the CPI forecast for Ausiralia where resources are used.




NOTE 15 EMPLOYEE BENEFITS

i
Subsequent to 30 June 2006 Redflex established a Long Term Incentive Plan (LTIP) folr executives. The LTIP was announced in July 2006
and the Rules for Australian and United States executives are published on Redflex's website, )

The LTIP i is based on grants of Performance Rights which vest into shares on a 1 for 1 basis at no cost to the employee subject to
satlsfacllon of performance hurdles. Setttement of the Performance Rights can be made in either cash or ordinary shares at the directors’

dlscreuon '

~ The performance measure is Redflex Heldings Limited's relative total shareholder retum (TSR} performance compared with the TSR

pedormance of a comparator group consisting of companies in the S&P/ASX 300 at g';rant date over the same period. TSR is calculated as
the change in capital vatue of Hedﬂex Holdings Limited over a five-year period, plus dividends expressed as a percentage of the opening
capataI value.

The pelribrmance period is generally expected to be three years, however, the initial o‘ffers were transitional arrangements with shorter

performance periods designed to provide a degree of continuity of long term incentives (0 executives who previously participated in the
company's Employee Option Plan.

The pedom'\ance hurdle has a threshold minimum below which the Performance ngrlﬂs will fapse. No Performance Rights will vest if
Redflex Holdings Limited’s TSR performance is less than the TSR performance achieved by 50% of the companies in the comparator

group, and 50% will vest if this hurdle is reached. The maximum number of Performalnce Rights in a grant will vest if the company's TSR
pelformance is equal to or greater than the TSR performance achieved by 75% of the companies in the comparator group. if the company's
TSR performance is between the two thresholds the number of Performance Rights ihal vest is determined on a directly proportional basis.

Pursuant to the Redflex Executive Share Plan (ESP) the company has issued shares to Graharn Davie, the Chief Executive Officer. In view
of the Fstabllshment of the Long Term Incentive Plan, no further shares are expected lto be issued to Mr Davie except a maximum of 68,249
shares‘, provided performance hurdles are met, Detaits regarding Mr Davie's remuneration are included in the Remuneration Report.

An Em'ployee Option Plan (EOQP) exists whereby Redflex could grant non-transferablPT options to executives and certain members of stafi.

[ . . . . . . . . . . . .
Optlions were issued in accordance with performance guidelines established by the tlju'ectors. far $nil consideration and the options expire
after 5 years. Performance conditions relate only i@ remaining in service during the vesting period. The options were not quoted on the
ASX. Nr_a options were issued during the year ended 30 June 2006 and no further options are expected to be granted under the ECP

J

Value of Optlons granted to certain USA employees
The dulﬁérence between the market price and the exercise price at the time of exerciﬁe in respect of options granted to our USA employees
gives rise to a tax deduction within our USA subsidiary. The value of these tax deductions are recouped directly in the Employee Equity

Beneﬂts Reserve to the extent they exceed the tax value of the expense recorded in relation to the options,

Issue of Options
During the year ended 30 June 2006, no options were issued.

Forfeiture of Options
32,000 untisted RDFAT employee options at an approximate exercise price of $2.75 were forfeited due to resignation of an employee.
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| * ) I
| ( . i | ; Cy .
! ‘ I r
Em loyee Oﬁtions I |
] H ' ,t . RDFAQ RDFAR RDFAS RDFAT
: I"rant date’ 21/5/2001 26/9/2003 26/9/2003 1/6/2004
\IVIH ;.rrlg date r I 20/5/2001 0] 0] (i}
| Elrlrplrry date L | 20/5/2008 5 years 5 years 5 years
| s
4 V;Ieighled average exercrse price $1.52 $0.50 $0.5859 ' $2.0600
i ’ ‘ ' ': ' Number WAEP Number WAEP Number WAEP Number WAEP
Nurnber of optrons oulslandrng
| a,1| the begrnn:ng of the year 60,000 $1.52 1,500,000 $0.50 1,930,000 $0.61 1,348,000 $2.55
INumber of opuons exercirsed (60,000) $1.52 (1,500,000) $0.50 (1,055,000) $0.62 (56,000} $2.65
N Nurnber of options exprred or
‘ rorrerteu P ! 0 0 0 {32,000}
] Number of optlons outsiandlng .
at the end of the year ‘ . 0 $1.52 0 $0.50 875,000 $0.63 1,260,000 $2.98
I : ; )
’ Date options exercrsed 21/5/2006 Various Various Various
| Number of shares rssued , 60,000 1,500,000 1,055,000 56,000
$2.12 $2.68 $2.95 £3.39

[
| Falr Market V!’alue . !

(r) AII HDFAR and RDFIAS options are fully vested.
1
r('“ |The veslrng dates for RDFAT options are one third on each of 1 June 2005, 2006 and 2007.

i
‘There are no periormance hurdles relating 1o these options.

Thelwerghted average rema:mng contractual life tor the share options outstanding as at 30 June 2006
|alnd 6 years): E
iTheirange of exercrse prices for options outstanding at the end of the year was $0.63 to $2.98.

i
!Fair Values 61 Options

.

is between 1 and 6 years (2005: 1

|
rTILeI fair value of each opllon is estimated on the date of the grant using a Black-Scholes option formula for 2005 and 2006, with the
}followrng werghted average assumptions used for grants made on 30 June 2004, 2003 and 2002. The valuation of the options was

p;eriormed independently by Pitcher Partners.

I

|

, Black-SchoIee option forrnula RDFAR RDFAS ROFAT
Share prrcer b 0.89 0.89 2.22

‘ Elxercrse prlée S 0.50 0.5859 2.06

E Expected volaulrty 33% 3% 3%

! I?r:sik-free mlerest rate. 5.21% 5.21% 5.52%

| Expected hfe of optron . 5 years . Syears 5 years

Tpﬁ diwdend yreld reﬂected the assumption that no dividend has been previously paid and that no deend will be paid until at least 30
June 2006. The expected lite of the option is the maximum period allowable and is not necessarily mdrcahve of exercise patterns that may

K al&lur The e]xpected \'rolatrlaty is determined with reference to peer companies and is designed 1o I:)el
also nol necessanly bT the actual outcome.

indicative of future trends, which may

The resulling weighted average fair values per option for those options vesting after 1 July 2004 are:

| } ! ROFAR ROFAS ROFAT Total
NUmiber of c'_rptions | ‘ 1,800,000 2,655,000 1,348,000 5,803,000
Werghted dverage tarr valug % $ $ $
30 June 2005 , ' 112,144 22?.724| 242,037 581,905
30 June 2006 : r : 14,519 61 .95‘3F , 100,494 176,972
I | i 0 0‘ 35,999 35.999

! .

. [
H

) N
REDFLEX Il?l.DlNOl LIMITED
t

I
y

|
I
\
|
|
I
i
| 30 June 2007
l
f
\
|
i
|
|
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LI
Superannuation

i The consohdated entity has arranged Group superannuation plans whereby the employee and the employer contribute varying amounts

of superannuatlon depending on an employee's remuneration package. Emp!oyees have the choice of which superannuation fund they
- wish to participate in. In addition, the consolidated entity had during the year ended 3|0 June 2006 a statutory responsibility to contribute
;9% of an Australian employee's salary, which is also paid to a number of funds as directed by ¢ each employee. All of the economic entities’
& resp0n5|b1||t|es in respect to superannuation commitments refating to the year ended 30 June 2006 have been discharged. All relevan:
‘ superannuatlon funds are Accumulation Funds and accordingly there is no unfunded I|ab|lny as at this date.

‘ o
t NOTE 761 TRADE AND OTHER PAYABLES (CURRENT)
! : I Consolidated Parent Company
: L 30June2006  30June 2005  30June2006 30 June 2005
| j ' $000 $000 $000 $000
E Current . I .
| Trade payables 7.192 6,696 169 57
‘! Deferred revenue ‘ a4 174 0 0
; P 7,633 | esrol 169 357
: ! l [
:l NOH-C;JTI:’BHI { |
{: Amount Payable to Controlled Entities Ot ‘ 1] 7.950 6,565
: i { o | 0 7,950 6,565

: .
: 1 ‘ ]

! Trade péy‘ables are non-interest bearing and are normally settled on 30 day terms. Other payables are non-interest bearing and have an

‘ average term of 60 days.
4 Deferrec:! rfevenue represents payments received for which services remain to be proviged. Amounts are recognised as revenue only when
% service has been provided. Deferred revenue normally applies to periods under one year in duration,
i NOTE 17 INTEREST-BEARING LOANS AND BORROWINGS :
. :
: ! : Consolidated | Parent Compary
' : : : 30 June 2006 30 June 2005 30 June 2006 30 June 2005
‘E I ‘ $000 | __$000 " $000 $000
' Current ! [ k 1
; Obligations under finance leases and hire purchase i !
g contracitsj‘ i 280 . 126 0,
: = t 280/ | 126 | 0!
i; Non-Current : ‘ i
:‘l Obligatilor?s under finance leases and hire purchase {
contracts ' 560 340 0
: Bank Borrowings ’ 21,230 12,336 0/
L | a1re0] | 12678] ol
H .

: ;
{ Redflex Traffic Systems Inc, a 100% owned subsidiary of Redfiex Holdings Limited, has a USD19 million (AUD26 million) secured Revolving
Cred:t Fa|CI|Ity to fund the growth within the USA Traffic Division. Harris Trust and Sa\nngs Bank (now Harris N. A. Bank) was granted a first
‘and only prlortty senior security interest over all the assets of Redflex Traffic Systems Inf: and its subsidiaries. The loan principal is not
requwed to be repaid within the next twelve months and is available for redraw to the tacility imit if repaid.

‘Lease Isabtlmes are secured by way of a charge over the leased assets.

| -

|
: |
t
!
,
|
l
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i .
Financ:lng fal?lhies available
? ‘ | Consolidated Parent Company
{ : !‘ [ 30 June 2006 30 June 2005 30 June 2006 30 June 2005
T' B $000 $000 $000 $000
ETc‘I:it;a] facmtles: i ;
IBank Borrowmgs , 26,025 17,060 | 0 ’ 0
\ L ' :
Facilities us‘a(jj at reporting date | :
"Bgrlk Borrowings ' 21,230 12336 | 0 l 0
B 1 T B |
LSTC urity for L?ners of Credit issued to customers 637 599 E 0 l 0
K B | |
lFFﬁclt mes unused at reporting date | ‘
Bank Borrowmgs | ( 4,158) a125| | o] 0
[ | i ‘
| 5
l':lOT.. 18 PROVISIONS
1 I ' !t I Consolidated Parent Company
| ' 1‘ Long Service Provision for Long Service
\ r Leave warranty Total Leave
l I _ $000 $000 $000 $000
@:11 ‘lJa.ily 20|0§ ‘ 816 225 | 1,041 : 169
Arising dunngxthe year ' 742 209 951 46
Utllllsled dunng the year, {450) (136) | (586) (20)
Lelfs F‘Irowsmnls attributable to pperatlons classified as a
dlsposal group held for’ sale {281) (62) (343} 0
1 827 236/ | 1,083/ 195
| | |
Curent 2006 | i 740 236 I 976 | 177
Nepleurent2008 | 87 ol 87 18
| y ' 827 236] | 1,063 195
. S
‘Cl_hrrelnt 2005 L | 634 225 ‘, 859 154
Non[current 2005 ! 182 0| ¢ 1821 15
! : 816 225| 1,041} 169
| T

{
Mallpi*.lenanc? warrantles

A prowsmn is recogmsed ior expected warranty claims on products seld during the last two years, based on past experience of the level of

repa:rs and make good costs.

.

It‘|s ex

pected tr}at most of these costs will be incurred in the next financial year and all will have been in

curred within two years of the

balan'ce sheet date.

Assurnpuons used to calculate the provision for warranties were based on current sales levels and current information available about

returns based on the warranty périod for products.

7
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NOTE ?9 CONTRIBUTED EQUITY AND RESERVES

! i Consolidated
} 30 Jung 2006 30 June 2005
i $000 $000
Ordinary shares: ' ‘
Issued and Fully Paid 80359{ 75,318
7
b
Number of shares
Mover:nénts in ordinary shares on issue Thousands $000
A1 July 2004 83,141 73,633
Issued during the year by - '
Conversion of options 965 623
lssue bflshares under Executive Remuneration Plan 78 0
Share Purchage Plan 1.476 5,062
At 1 July 2005 85,660 70,318
Issued during the year by - |
Convéréion of options 2671 1,641
Issue Tof shares under Executive Remuneration Plan 131 )
ge62] | 80959

At 30 June 2006

Terms alnd Conditions of Contributed Equity

Qrdinary shares have the right to receive dividends as declared and, in the event of winding up the company, 1o participate in the proceeds
from the sale of all surplus assets in proportion 1o the number of and amounts paid up on shares held.

Naluré and purpose of reserves
Foreign currency transiation reserve

sustaining foreign subsidiaries.

ltis als"o-used to record the net investments hedged in these subsidiaries.

* The forégn currency translation reserve is used to record exchange differences arising from the translation of teh financial staement of self

‘ Consclidated Parent Company
Employee
' Foreign Employee equity
C currency  equity benefits benefits
D transtation reserve Total reserve Total
o $000 $000 $000 $000 $000
Other Reserves ﬁ I | i
At1 July 2004 0 1,178 1178 1,178 11781
Effecj of exchange rale movement (3,153) 0 E {3,153) 0 0|
Tax benefit from share based payments re I i
employee options 0 634 6534 634 6834 (
Cost of share based payments 0 582 ! 582 582 582
At 30 June 2005 (3.153) 2,304 | (759) 2,394 2,394}
Cost of share based payments 0 218 218 218 218,
Eflect of exchange rate movenment 1,977 0f 1.977 0! 0
(1,1786) 2612 1,436) 2612 2612/

At 30 June 2006
|
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NOTE 20 FINANCIAL RISK MANAGEMENT QBJECTIVES AND POLICIES

The consolldated entity’s principal financial instruments comprise bank loans, finance leases, hire purchase contracts and cash and short-
terrn deposrts ' !

The main purpose of these financial instruments is to raise finance for the Group’s operations. The consolidated entity has various other
hniarfr:claj asse:s and |Iab|I|I1iIeS such as frade receivables and trade payables, which arise directly from r‘ts operations. The consolidated entity
alslo ;enters rmo denvatlve transactions, including principally interest rate swaps and forward currency eontracts The purpose is 1o manage
theI rlrlrterest rate and currency risks asising from the Group's operations and its sources of finance. It i is, and has been throughout the period
unﬁﬁr review, tJhe oonsolldated entity’s policy that no rading in financial insirurnents shall be undertaken, The main risks arising from the
Group s ilnancral mstruments are cash flow interest rate risk, liquidity risk, foreign currency risk and credit risk. The board reviews and

agrees polrcnes for managmg each of these risks and they are summarised below.

Detarls of lhe s:gnmcant accoumlng policies and methods adopted, including the criteria for reoognmon the basis of measurement and the

basrs on whach income and expenses are recognised, in respect of each class of financial asset, financial liability and equity instrument are

drsclosed |n Note 2 to rhe financial statements.
i

Caah flow imereel rate risk

The Group s exposure to the risk of changes in market interest rates relates primarily to the Group's Iong—term debt obligations with a
ﬂoatrng intefest rate. The Group has decided not to fix interest rates at this point in time. The werghled average interest rate at 30 June
|200]e is 6.24%. L

; ‘
chliirﬁign currency risk ' '
& a| result of srgnlflcant lnvestrnent operations in the United States, the Group's balance sheet can be affected significantly by movements
|n Itt}le USD/AUD exchange rates. Prior to the years presented, the Group did not seek to hedge this exposure but following the increased
focus of the Group on the US market, the Group has changed its policy. The Group now seeks to m|t gate the effect of its structural

Llr'rrency exposure by holdrng all interast bearing borrowings in USD,

!
IT heI Group also has transar:llonal currency exposures. Such exposure arises from sales or purchases by an operating unit in currencies
'other than ther unit's tunctronal currency.
i " 1
Fclrirv ard currelncy contracts, where used must be in the same currency as the hedged item. .
i i .
ltis the Group's policy not to enter inte forward contracts until a firm commitment is in place.

¥ 1nmodrty price rIsI( Y
|
rThe Group's 5 exposure to prrce risk is minimal,

Al

redit rlsk § '
IP ! [
Tne Group lredes only ) with recognised, creditworthy third parties. Itis the Group's policy that all customers who wish to trade on credit
harms are subject 1o credrt verification procedures.

H
lIn addition, receivable balances are monitored on an ongoing basis with the result that the Group’s exposure to bad debts is not significant.
|

Tltlrere are nlo'significan:t concentrations of credit risk within the Group.

]
With respect to credit risk arising from the other financial assets of the Group, which comprise cash and cash equivalents and available-

ain
for Sale flnancral assets the Group’s exposure to credit risk arises from default of the counter party, with & maximum exposure equal to the
carrymg amo;m: of these instruments.

‘S,rnce the Group trades only with recognised third panies, there is generally no requirement for collateral,
)

}Uquldny risk | ‘
|

Tlilre Group 8 ob]ectrve is.to maintain a balance between continuity of funding and flexibility through the use of bank loans, finance leases
and hire puirchase contracts. !

lTEre| Groupls policy is that not more than 35% of borrowings should mature in any 12-month period. At 30 June 2006, 9.4% of the Group's
debt will mature in Iess than one year (2005: 16.3%). i

Felr values i
'
Setout below isa oon?panson by category of carrying amounts and fair values of alil of the Group's financial instruments recognised in the

flrlrel.nc:al st'aternents |nc|ud|ng those classified under operations classified as a disposal group held for sale

i Market values have been used to determine the fair value of listed available-for-sale investments.

l Thel fair values of denvatrves and borrowings have been caleulated by discounting the expected future cash flows at prevailing interest rates.
‘ The fair vaJues of lean'notes and other financial assets have been calcutated using market interest rates,

| G

|
|
|
|
|

. |
EPFLEX HOLDINGS 1IMITED -




i ' Carrying amount Fair value
! 30 June 2006 30 June 2005 30 June 2006 30 June 2005
L $000 $000 $000 $000
CONSOLIDATED ' {
Financial assets ‘
Cash, | 11,564 8,344 11,564 8,344
Security,deposits 1,252 1,423 1,252 1,423
Recei\;'ables,— Trade and Other 12,239 9,704 12,2391 9,704
H 25055 | 19,471 25,0551 19,471
Finangial Liabilities { il
Interest Bearing Bank Borrowings 21,230 12,336 21 .230| 12,336
Lease Liabilities 860/ 466 860 466
Payables 7,192) 6,921 7,1924 6,921
! 29,2820 |  19,723| 29,282/ 19.723
X j ! |
PARENT COMPANY i |
Financial assets [ ‘
Cash | 1 5.7891 5,044 5,769 5,044
Secwrity deposits 636 827 6361 827
Receiva:bfes - Trade and Other 93 280 l a3 280
Hece@va}btes - Other Corparations 22,269 53,261, 22 269 | 53,261
- 2a7e7! | sga12] 28,767 | 50,412
Financial Liabilities L l '
Payabh:as - Trade and Other 169 357 | 169 357
Payables ~ Other Corporations 7,950 6,565 | 7,950 6,565
! 8,119/ 6,922 8,119} 6922
]
T
| .
1 .
r ;
| ‘
ol
¥
| '
X '
i
b
| i
|
o .
| .
! )
ot
: 1
. o
a : ¢
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!

\nterest rate |i-lsk

E :
'Il‘h”e Iiollowing table sets out the carrying amount, by maturity, of the financial instruments that are exposed o interest rate risk:
Year pnded 30 June 2006
i Vo I ;
H ‘ ! t | <lyear >1.<2 yrs >2-<3 yrs >3-<4yrs >4-<byrs >5yrs Total
' b HE :
{CONSOUIDATED $000 3000 $000 $000 $000 $000 3000
b e . '
'l I j ' 1
FIIH ANCIAL ASSETS © - l
Fllloatihg fa}e‘
‘ o Fassets! ) 11,564 0 0 0 0 0 11.564f
,Wel hted average effective interest rate 5.5% 5.5%
o
IFIIH NCIAL LIABILITIES {
|Fixad rate | | | :
O"bll gatlons tf’nder flnance leases and hire .
plti.|rI hase contracts | , 280 287 187 &7 18 1 B40l
Weighited average effective interest rate 7.6% 7.6% 7.6% 7.6% 7.6% 7.6% 7.8%
f !
| ‘g
Flllol ling rate:
I?I k‘Borrowings 0 0 0 21,230 0 0 21,230
' N P . -
V\la'e hted avﬁ_rage effepttlve interest rate . 6.24% l
KL
Yaa. ended\sc‘) June 2005
”1 ; , P <iyear >1-<2yrs >2-<3yrs >3-<dyrs [>4-<5yrs >5yrs Total
|CQ SOLIDATED | 3000 $000 $000 $000 $000 $000 $000
[ :
A |
F'Il | CIAL ASSETS * !
Flo ting rate P
” ' h‘assetS' ! 8,344 0 0 0 0 0 8,344
i
Welghted average effelctwe interest rate 5.0% 5.0%
(- f
i
| F'|I] CIAL LIABILITIES
Flng drate’ ;
O}:; gatlon;s under finance leases and hire _
:i i ase cq?lracts ! 126 96 81 81 81 1 466
We ghled average affacnve interest rate 7.6% 7.6% 7.6% 7.6% T.E}% 7.6% 7.6%
|| s by |
ting rate ,
B“a k Borrowings 0 0 0 - 12336 0 0 12,336
Weighted éverage effective interest rate 5.49% . _ﬁﬂj

| :
" : } i ‘
i [ |
) | '

]
¥
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i '
Year ended 30 June 2006 L
- <tyear >1-<2yrs >2-<3yfs >3-<4yrs >4-<5 ys  >5yrs Total
PARENT COMPANY $000 $000 $000 $000 $000 $000 $000
!
FINANCIAL ASSETS !
M
Floating rate
1
Cash assets 5,789 0 0 - D 0 0 ! 5.789’
Weighiea average effective interest rate 5.5% i‘,,,, o __%
|
| Year ended 30 June 2005
i
<lyear >1-<2yrs >2-<3yrs >3-<4yrs >4-<Hyrs >5yrs Total
! |
PARENT COMPANY $000 $000 $000 $000 $000 $000 $000
FINANCIAL ASSETS f
] 1
Floating rate !
Cash assets 5,094 0 0 0 0 0l 5044
Weighiefﬁ average effective interest rate 5.0% \
! I
¥ R

Irterest on financial instruments classified as floating rate is re-priced at intervals of less than one year.
1
Interest on financial instruments classified as fixed rate is fixed unti maturity of the instrument.

The other financia! instruments of the Group and the parent company that are not included in the above tables are non-interest bearing and
are therelore not subject to interest rate risk.

The bank borrowings are scheduled for repayment by 16 August 2008. Al other financial liabilities mature in one year or less {or both 2006
and 2006 except for lease paymenis as shown in Note 17.

Hedging activities

. Redflex Haoldings Limited, on behalf of the Communications business, occasionally takes out forelgn currency options pertaining to future

receivables which are either known or can be reliably estimated and denominated in USD Should the AUDAJSD be below the strike price
the options will be allowed to lapse and the more favourable rates taken on the day. At 30 June 2006 there were no outstanding currency
options. !

Formgn currency options of USDA8.8 million expiring on 22 July 2005 were purchased on 7 July 2005. These options were acquired to
ensure the USD receivables were converted at no worse than an exchange rate of USD!AUD of 75 cents. The options were converied upon
receipt of advance payments under Redflex Communications contracts. '

There were no outstanding foreign currency contracts at 30 June 20086,

v ’ ANNUAL REPORT 2006
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NOTE21 COMMITMENTS AND CONTINGENCIES

C i
a. Bank Inder;nnlty Guarantees
The ompany s bankers hlave issued indemnity guarantees to certain customers in respect of rental deposits and bid bonds of $1,252,451
(200 $1.422 590) i

H

b. 5 ructured equity funding tor Visible Voice Unit Trust
Redll ex Holdmgs Limited entered into a licensing arrangement with an investment partnership in June 2000 which provided, amongst other

b !
one—oll four year hcense fee paid to Redflex of $10 million whereby the partnership licensed certain rights over the Visible Voice

ftware fll'hls amount was held on deposit to secure financiers to the Syndicate and Redflex's 0bl|gat|ons shown below.
| [ .

ents ?f $2.6 m:_lllon by the partnership to Redflex to commercialise Visible Voice during the years endad 30 June 2000 and 30 June
i |

' l [
alty payments by Redflex over the tesm of the license of a minimum of $375,000, and up to 12% of gfoss sales applicable to certain

ographlcal reglons and |

" ! obhgal]on in the ]lon of a put option for Redflex to subscribe for equity in the partnesship, for an amount of no more than the
J proceeds of {1) alac:l\.'eI |

T e! cash proceeds of $10 million referred to above, and accrued interest, has not been booked as |ncome or as an asset in the books
pf Redf]ex asa oorrespondmg liability existed for the put option referred to above. These amounts were offset as part of the fund windup
'proceedmgs |]n July 2004

i

]In"re ation to the above contmgenl habllmes exist in the form of any claims that may be substantiated by the parinership in circumstances
whe e Redllex isin breach of the agreements entered into. The company has been advised by the rnanager of the partnership, that the
'AL stralian Taxation Ol'hce has issued amended assessments, 1o each partner, which disallows the dediuctions claimed by each partner.

[Al his slage,: 'the company understands that investars have now negotiated a settlement with the ATOI based on the ATO's revised

ass‘essrnents A reqmremem of the settlement involves a reversal of the tax deductions originally clau;ned by the Pariners. Ag a result of the
'der] d deducllons the company has applied to the ATO for a Compensating Adjustment to reverse the previously declared taxable income
|lo nch the demed deductlons related.

—

lﬂﬁ partnershlp and lhe transacllon are in the process of being wound up in accordance with the tr.':lr1 sactlon agreements. Part of the
]prloﬁess established at lhe time of the transaction gives the pariners the oplion to dispose of their interest in Visible Voice by way of the
||ssue ofan Exn Notice i in accordance with transaction documents. .

lThe Exit Pr|ce is to be calculated in accordance with the terms of the transaction agreements, and may be paid in shares in Redflex
Hol 1tngs L|m|led or cash, at the sole option of Redflex. The company has received an Exit Notice and a'calculation by the Partnership of
lheI Fxit Price due to the partners.

[The Exit Pnoe proposed by the Partners is disputed by Redfiex on the basis that it has not been properly calculated in accordance with the
te rms 'of the lransachon documentation. The Partnership has calculated the Exit Price as approxumately $5.2 million, which would equate to

lssue of 2 102,175 shares in Redflex Holdings Limited (or approximately 2.5% of the issued capntal}

' edfiex, havmg regardI lo all provisions relating to this calculation set out in the transaction docurnents and having sought legal advice in
lthlsI regard, has calculated the Exit Price at $28,683, and has made payment of that amount. The Panners have advised that they intend lo
pursue a clalm If the Panners initiate court action, substantial costs in defending the action wilt be lncurred

lThe company has soughl professional advice on the implications of the Parinership and the ATO's alchons and the directors advise that at
llh:s stage lhey do not beheve that the issue of the revised assessments by the ATO, or the Exit Notice issued by the Partnership, have given
l r|se lo any |1ab|||ty of the compary under the transaction. . !

l " P

I c. Contract exp[ry and make-good costs
Thfl Bwld Ov:rn Operatle Maintain business within the USA Traffic division is based on individual conlracts with cities generally with terms of
| 5I years or legs. Under some of these contracts and in the event a city decides to cancet or not rene\fv their contract, the company may be
responsnale for the removal of equipment and any associated make-good costs. Given the reliance on future events it is not possible to
quantlfy any potential Ilablmy with respect to this matter.

|
d. Dperatlng lease cornmilmems Group as lessee
1 T'hle Group has entered |nlo commercial leases on certain compuier equipment where it is not in the best interest of the Group to purchase
llllule assets. |
! ' ‘
Op=rating leases alsoipenain to leased premises in both Australia and the LUSA with expiry dates varying from one year to less than three
yedrs. ' ,

Renewal options exist on all major leased premises at the company's discretion for periods of up to 5 years.
’. |t . '
! . !
! l I . .
1 .
H i '

REDFLEX Il@I.DINOS LIMITED

| o




| | :
# l Consolidated | Parent Company
U 30 June 2006 30 June 2005 30 June 2006 30 June 2005

] . | $000 $000 $000 $000
Within 1'year 1,965 1,700 685 625
After 1 ylear but not more than 5 years 1,734 2,779 457 1,042
More than 5 years 0 0 0 0

“ - 3699 | | 4479 1,142 | 1,667

The weighted average interest rate on operating leases at 30 June 2006 was 8.35%.

| \ : Consolidated

F | 30 June 2006 30 June 2006 30 June 2005 30 June 2005
Minimum lease  Present value of Minimum lease  Present value of

I
| e. Finance lease commitments - Group as lessee

|

! ; payments paym}ents paymenis payments

| | $000 $000 $000 $000
I‘ withini 1 'year l 208 280 126 97
! After 1 year but not more than 5 years 599 ; 560/ 472 369
j Total minimum lease payments , 905 i 840 538 466
,{ Less amounts representing finance charges (65) .' 0 (72) 0
Present value of minimum lease payments ! 840 ! 840§ 466 466

. I

i i Capllal commitments [

: At 30 June 2006 the Group has commitments of $498,000 {2005: $432,000) prmcnpallty relating to the installation of camera systems in

f contracted cities within Redflex Traffic Systems Inc's Build Own Operate Maintain business in the USA. The company has contracts with

¢ numerous cities and municipalities within the USA. The terms of contract specify that Redflex caninstall a number of cameras up to a
specaftecl limit provided Redflex and the customer agree on the location and sunablhty of the proposed installs. Accordingly, the company
has obhgahons to install further camera systems for these customers, however, it is not possible to determine how many will ultimately

be inst:alled. Accordingly the commitments shown represent only those where firm orders have been placed with contractors for current

installations.

The commitments contracted for at reporting date, but not provided for are:
1

' ) Consolidated Parent Company
E : ’ 30 June 2006 l30 June 2005 30 June 2006 30 June 2005
i so00 | $000 $000 $000
| Within one year 498 432 | 0 0
1 After :on'e yedr but not more than five years 0 0 ’ 0
Longer than five years 0 0 04 0
' gl | 432 | of 0

;
|
|
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4 E 22 Rié:uneo PARTY DISCLOSURE
Tl'hl c,onsohda{ed financial statements include the financial statements of Redflex Holdings Limited and the subsidiaries listed in the
follotwi ing table I :
I !| ; : Country of
Shares in contro|led entmes Incorporation % Equity interest Investment

“ l ' * B 30 June 2006 30 June 2005 30 Jure 2006 30 June 2005
lcﬁ trolled Enies of Redflex Holdlngs Limited |
:Hﬁrlex Umated L a Australia 100 100 ] 3,357 2,693
lAlnler”Jspace Systems Lid Australia 100 100 100 100
Lﬂedflex Traﬁlc Systems Inc USA 100 100 36,004 ]
: ” ' " ' | 39,4611 2,793
Controlled En!mes of Redﬂex Limited '
| egflex Cornmumcatmns Systems Pty Ltdt Australia 100 100 !
Re{:lflex Comrmmcatlons Pty Ltd Australia 100 100
f Fi:e:c:lﬂex Flnance Pty Ltd : Australia 100 100
' APH Investrnents Pte Ud (a) Singapore 100 100

) |
Comrolled Enlltles of Redllax Communications

|yﬁlems Pty Ltd |
! IT X ﬂrex Con:imumcatiTHISystéms Inc USA 100 100

!‘ I '
‘ Controlled Entmes of Redflex Traffic Systems Inc )
! I%e:dﬂex Traffac Systems Pty Ltd Australia 100 100
I I;-;eldﬂex Traffic Systems {Australia) Pty Lid Australia 100 100
| Iili'll':a (R&D) Ply Ld | Australia 100 100 !
’ Ben:iﬂex Trafflc Systems (California) Inc USA 100 100

[
!T!rlnla parent'c'(!)mpany alné ultimate holding company is Redflex Holdings Limited, which is incorporated in Aus'tralia
! D"u'r ng the financial year ‘previous balances shown as intercompany debt and eliminated on consolidation between Redilex Holdings Limited
and Redflex 1T raffic Systems Inc were converted to equity.
! “ jll'hm company is not aud:led by Emst & Young.
| " rrns and condltlons of transactions with related parties o

| Sa!=s to and’ purchases from related parties are made in amms length transactions at both nermal market prices and normal commercial

! tle fins. i |
1;In!zse transatcllons relate to the day to day activities between companies in the Group and the followmg amounts represent the net
movements i l‘n loan balapces during the year.
! o Consolidated Parent Company
| : " 30June 2006 30June 2005 30June2006 30 June 2005
I l ! L $000 - s000 | $000 $000
;IF'Irowsmn of interest tree unseCUred loans to wholly l l !
‘owned sub;ud:anes (at call) } l
il fom retatéd entities 0 0 7,950 6,565
0 relaled'éntities Pl 0 0 l 22,269 53,261

- \ l )
TIJGIIiDTE 23 ‘EVENTS AFTER BALANCE SHEET DATE !
There were no mgmflcant events subsequent to year end and prior to the date of this report that have not been dealt with elsewhere in this

1§ §l
report. : | t

e onm s
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| NOTE 24 AUDITOR'S REMUNERATION

|
¥
Tk
‘;

i

|
! ' Consclidated Parent Company
i 30 June 2006 30 June 2005 30 June 2006 30 June 2005
]
. $000 $000 $000 $000
Amount received or due and receivable by Ernst & : ) j
Young for: } | l
An audit or review of the financial report of the entity ' | |
and any,other entity in the consolidated entity 139' 134 139! 134
Other ser\nces in relation to the entity and any other t
entity in the consolidated entity for: } |
- assurance related 35 n 1 35: K
Amount received or due and receivable by related ‘ l
practices of Ernst & Young (Australia) for: ! !
! 1
~aucits of subsiciaries ses! | 118, ol 0
340, | 283 | 174 165
'|
NOTE;2# DIRECTOR AND EXECUTIVE DISCLOSURES

The co'mbany has adopted Regulation 2M.6.04 which exempts listed companies from providing certain AASB 124 remuneration disclosures
in the notes to the financial report. The disclosures are included in the Remunerationjﬂeporl forming part of the Directors’ Report and will be
audlted 'These disclosures will be available in the complete set of audited financial statements.

[
Shareholdings of directors and executives

Directors
E : Ordinary ‘ Ordinary
' shares at 30 Granted as Conversion of Bought (Soid)  shares at 30
Shates held in Redilex Holdings Limited June 2005 remuneration Options on market June 2006
Direct;ors 1,
Chris Cooper 769,996 0 0 221,000 990,996 |
Hobir‘ul Debernardi 3,104,373 0 0 150,891 3,255,264
Graham Davie 1,167,301 130,929 0 o] 1,298, 230'
Peter Lew1nsky 447116 0 0 1 44,7186
Bruce Higgins - 0 0 1,500,000 {1,467,498) ' 32, 502,
! : 5,086,386 130,929 1,600,000 {1,095,607) l 5,621 .708]
Y
Execl.;ﬁ\jres
Ordinary QOrdinary
' shares at 30 Granted as Conversion of Bought (Sold)  shares at 30
Sharés held in Redtflex Holdings Limited June 2005 remuneration ,  Options onmarket  June 2006
'Exectfni!vas ' 3
Brad Kay 146,495 0 20,000 (80,000) 86,495
Karen F;intey 8,463 0 270,000 (209,606) 68,857
Aaron Rosenberg 0 0 240,000 {240,000) 0
MarklEtfzbach 0 o 0 0 0
Richard Eden 0 0 0 0 of
154,958 | o 530,000 (529.606) | 155,352
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NOTE 26 TRANSITION TO AIFRS

N

For l penods up to and mcludmg the year ended 30 June 2005, the Group prepared its financial stalements in accordance with Australian
Generally Accepted Aocounnng Principles (AGAAP). These financial statements for the year ended 30 June 2006 are the first the Group is

requwed to prepare in accordance with Australian equivalents 1o International Financial Reporting Standards (AIFHS)

Acccrdlngly, the Group has prepared financial statements that comply with AIFRS applicable for pencxl:ls beginning on or after ¥ January
2005 and the significant accounting policies meeting those requirernents are described in note 2. In preparing these financial statements,
the Group has started from an opening balance sheet as at 1 July 2004, the Group’s date of transmon'to AIFRS, and made those changes

in 'a'an':'counung pohcles and other restatements required by AASB 1 First-time adoption of AIFRS.

ThlS Fote explalns the pnnupal adjustments made by the Group in restating its AGAAP balance sheet
pubhshed AGAAP funanc:al staterments for the year ended 30 June 2005,

Exemptlons applled ||

| [

ﬁ{sﬁ 1 allows flrst-tlrne|
|

The tGroup has taken the 1ollowmg exemptions:

l

AASB 132: Financial Instruments: Disclosure and Presentation and AASB 139 Financial Instruments:

Iir m 1 July,2005. ||

c:iccurred betore 1 July 2004.

e (=

ﬂ'l“ T e TeTT T e

)Iq:\ltanalicn of malarial ad]ustments to the cash flow statement
The

]

Sre
!
revious AGAAP

_(

il
]

p
| .
I !
i ¥
|
|
|
I

e m e x
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i
?
|
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REDFLEX HOLDINGS LIMITED
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AASB 3 Busmess Combinations has not been applied to acquisitions of subsidiaries or of interests i

as at 1 July 2004 and its previously

adop:ers cerain exemptions from the general requirerment to apply AIFRS retrospectively.

» 'Comparahve 1nformat|on for financial instruments is prepared in accordance with AGAAP and the company and Group have adopted

Recognition and Measurement

in associates and joint ventures that

Oumulahve currency transtation differences for all foreign operations are deemed to be zero as at 1 July 2004,

ASB 2 Share-based Payment has not been applied fo any equity instruments that were granted on of before 7 November 2002, nor has
ai been applled to equny instruments granted after 7 November 2002 that vested before 1 January 2005.

B are no material dl_fferenoes between the cash flow statement presented under AIFRS and the cash flow statement presented under
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: Balance Sheet reflecting reconciliation of adjusiments to AIFRS as at 1 July 2004

1

i

Consolidated Entity Redflex Holdings Limited
Note AGAAP AIFRS Impact A!IFRS AGAAP AIFRS Impact AIFRS
‘ $000 $000 $000 $000 $000 $000
Currer:ﬂ Assels [ ‘ |
Cash and Cash Equivalents 2,780 0 2780, 127 0 127
Security Deposits 1,240 0 ’ 1,240 585 0 585 '
Trade and Other Receivables 8,178 0 | 81 78‘;} 686 0 686!
Invent:ori.es 10,279 0 [ 19,279{ 0 0 0
Prepayments 354 Q | 354 354 0 354
Total Current Assets 22,831 0| 22,831 | 1,752 ol 3,752
! 1 |
Non-Current Assets ; l i
Receivables 0 0 }l ‘ 0 49,727 0 49,727
trwestments E 0 0} L0 3,740 109 3,849
Deterr?c{ Tax Asset 0 118 ! 119 0 g
Propelrty{ Plant and Equipment 27,966 0 27‘?.966 254 254
Intangibles Assels and Goodwill C 8,372 (1,159) 7,213 380 0 380
Total Non-Current Assets 36,338 (1,040) | 35,208 54,101 109 | 54,2101
" i | I l
Total Assets 59,169 (1,040 | 58,129/ 55,853 109 ! 55,962
e B |
urrent !L:ablht:es | ‘
Trade arid Other Payables 4,699 0 4,699 93 0, 93
Interest Bearing Borrowings 3.974 0 3.974} 0 0 0
income Tax Payable 0 0 Y 0
Provisions 816 0 | 16! 56 ol 56
Total Current Liabiliies 9,489 ol 9,489 149 0! 149 i
[ | ;
Non (:2ujrrenl Liabilities J‘ f
Interest Bearing Borrowings 233 0 J 233, 0 0! of
Non-l}ﬂérest Bearing I ‘ ] i
Borrowings - 0 0 | 0 6,399 0 6,399/
Provisions 262 0 | 262, 120 120]
Total :\Ion Current Liabilities 495 ol | ags] 6519 0l 6,519
D ' ! S I |
Totat Liabifities 9,984 ol 9,984 6,668 0! 66681
o - i | | |
Total Net Assets 49,185 (1,040} { 48,145! 49,185 108 | 49,204
f B |
Equity | ‘ . F ‘
Equity attributable to equity ‘ ’
holders of the parent company | |
Contriblited Equity 73,633 0 73,633 73,633 0 73,633
Reserves B.D.E (7,802) 8,980 L 178 ! 0 1,178 1178
Accumulated Losses CDE (16,646) (10,020) (2é,sas}! (24,448) (1,069) (25,517)
Total Equity 49,185 (1,040) | 48,145 49,185 ___109] 49.204
y
[
i
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Balance Sheét reﬂedt:ng reconclliation of adjustments to AIFRS as at 30 June 2005
I : F ! : Consclidated Entity Redflex Holdings Limited
| 1 ! AIFRS AIFRS
| ' Note AGAAP Impact AIFRS AGAAP Impact AlIFRS
' | ‘ i $000 $000 $000 $000 $000 $000
'C't'.urrent Assels I '
Cg= and Cash Equwale‘ms 8,344 0 B,344 5,044 0 5,044
Sgcurlty Deposils " 1,423 0 1,423 827 0 827
Trade and Other Receivables 9,704 0 9,704 280 0 280
lInventories | ¥ 12,519 0 12,519 0 0 0
‘Prepayments X 196 g 196 18 0 18
|Tolal Current Assets - 32,186 ol 32188] | s169 ol 6,169
R |
Non-Current Assets .
Rudbibables | | i 0 0 0 53,261 0 53,261
[Investments . ' ! G 0 0 0 3,457 (664) 2,793
|F'r0perty P1ant and Equipment F 38,939 (664) 38,275 61 0 61
| Dbferred Income Tax Asset B.G 5,208 58 5,266 743 (692) 51
Intanglbles Assets and Goodwﬂl AC 10,649 (1,878} 8,771 340 60 400
| Total Non-Current Assets , 54,796 @484)| 52312} | 57862 (1,206}  s6.566]
| o | | [ z
;Tbtaj Asselsj g 86,982 (2,489) | 84.998% | 64,081 (1.206)| 62,735/
. r ' ‘ i
Current Llabmtlas ! !
{ Trae and Otier Payat'alés 6,870 0 6,670, 357 0 357
! Ir!\lle'rest Beanng Borrownngs 126 0 12Si 0 0 0
’I?come Tax F“ayable i : 253 0 253i 253‘ 0 253
lPhrclalvmmns J[ | | 859 ) 8591 154 0 154
! ‘I]‘otaJ Current Liabilities | 8,108 o] g1o8] | 764 0 764
! L ‘ |
! on Curranl Liabilities
i IHt:e%rest Beanng Borrolwmgs 12,676 0 12.676: 0 0 0!
‘ rwiolp—lnierest Bearing Borr0mngs 0 0 0; 6.565; 0 6,565
E[ﬁ;erred Inc:)me Tax Llablllty CG 5,209 (581) 4.7181‘ 2079 (2,079) 0
%rowsmns i ; 182 0 182; 15 0 15
Jotal Non Current Llabllltles 18,157 (581) | 17576) | 8659 (2,079) | 8,580/
| ‘ ' Jr‘ | | l : | : : I I
| Total Liabilities o 26,265 {581) | 25684] | 9423 (2,079} | 7,344/
- ! I 1 : !
lTotaiNetAsfsets i : 60717 (1.903)|  s8B814! | 54608 783| 55391}
I | |
i Equuty [ tl | ¢
I Equn'y attributable to eqwty holders of E !
| lhe parent company f ’
; Conlrlbuied Equ:ty i 79,318 0 79,318 79,318 0 79.3!8'
i :lieseirves I: | | B.D.E (10,955) 10,196 (759)! 0 2,394 2.3941
iAccumu!ated Losses’ | B,C.DEF (7,646) (12,009  (19.745}; | (24.710) £1,611) (26,321)
| 'otal Equ:ty 60,717 (1,903) | 58,814 | 54,608 783 [ 55,391
r ! ;
i ; | ,
|| R
| expFLEX HO uouuuas th\:mED
’ } E 1'? | i
1 R S f
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| |
. l )
Income §tatement tor the year ended 30 June 2005

O Consolidated Entity Redflex Holdings Limited
' AIFRS AIFRS
| | Note AGAAP Impact AIFRS AGAAP Impact AIFRS
- $000 $000 $000 $000 $000 $000
Contihufng operations : ' i [ ’ ‘
! Sale of goods and services 8,005 0 f 8,005 0 ol 0!
, Reven}uej from tee tor service contracts 29,723 0 1‘ 29.?23I 0 0 l 0
Management fees 0 0] 0i 2,238 0 ' 2,238
¢ Finance revenue 215 0 i{ 215 170 ! 170
: i 37,943 ol srossl 2408 ol 2408
 Costo ?ood_é sold i _ ; §
'+ Costot sales ! 5,733 Oy 5733 0 0, o!
} ! Costof fiee for service coniracts 6,425 0 [’ 6,425 0 0 Of
I 12,158 ofl 12,158 0 'a 0}
{ Gross Profit ° 25,785 of 2578s! 2,408 0 208!
i v ' ‘ |
‘ Marke;tirig related expenses 2,174 0 2,174 0 0 0‘
-1 Administrative related expenses B.C 6,769 1,072 7.821 2,671 582 3,253
j _ Program management cosls 1,546 0 1,546 0 0 0
I‘l Amortlisr::\tion of infangibles . A 527 (60 487 40 {40) 0
] Depreciation on fee tfor service contracts 5,887 0 5,887 0 0 0
! Deprgciétion - other 218 0 218 74 0 74,
! i 17,121 1012] 18133} 2,785 542 3,327/
' . Profitfrom continuing operations before .
v tax and financing costs 8,664 {1,012) 7,652 (377) (542} {919)
 Interest! 617 0 617) 20 0 20
‘i Proﬁtfbé{ure income tax . 8,147 (1,012) 7,135 (357) (542) (899) |
JL ! Incorrjeltax e*pense F {286) (783) (1.069) 95 0 95‘
' Profit After Tax from continuing operations 7,861 (1,795} 6,066 (262) © 542 {804) ;
i 1
f Operéﬁbn classified as a disposal group ;
" held 'P'. sale i
v Profit after tax from operation classified as a l
! dispolsa}l group held for sale B.CEF 1,139 (284) 855 0 0| 0
‘ Net Profit attributable to members for the ! '
I period J . 9,000 (2,079) l 6,921 1 {262) (542} l (804){
oo
:E. i l ' .
¥ .
s
) 7
! (I .
b
L
Lo
o e
!
l ! |
I
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1

AIFRS

CONSOLIDATED

Impact

PARENT

ll;\'rzrortisetl on of
goodwil |

B T Y

Goodwill ecqurred under a
busmess comblnatlon was
prlev‘teusly amonised over a
10 year period

|
\
r

|
I
|
i

Goodwill is not amortised
under AASE 3 “Business
Combinations™

Equity at transition - N
effect

Equity at 30 June 20?5 '
—increase fo mlangrble
assets and reductron )
to accumulated Iosses
by previously amortised

goodwill of $60,000

Profit for 30 June 2005 —

increase to profit of §60,000

Equity at transition— Nil
effect

Equity at 30 June 2005
— as per consolidated

Profit for 30 June 2005 — as
per consclidated

'Share based

assel of $119,000. ‘

Equity at 30 June 2005

— Decrease to capita‘lised
research and development

decrease to deferred tax
liability of $581,000 and

|
increase in accurnuleted

losses of $1 ,298,000‘

Profit for 30 June 2095
- Decrease to profitof
$493,000 |

Share based payments and Share-based payment Equity at transition - no Equity at transition - no
oaymems : oplrons were not required  costs are charged to the effect effect
' to, 'ne expensed through the  income staterment under
] Ingome Staternerd AASE 2 "Share-based
b | 1 : Payments" )
i N Equity at 30 June 2005 Equity at 30 June 2005 - as
! ( - increase to reserves per consolidated
! ‘ of $582,000, mcrease
!‘ ] ‘ to deferred tax assetrfof
1 | . tax effect of $58,000 ‘and '
. : : B N increase in accumuleted
P T losses of $524.000 to
e | recognise the expensed
\ I 1‘ . options. Net effect o;f Nil .
Il ! : Profit for 30 June 2005~ Profit for 30 June 2005 — as
! : & - decrease 1o profit df per consolidated
i . ; $524.000 \
Caprtalrsed' Research Costs were Costs incurred in the Equity at transition | ‘No effect
IIljeveloprr%ent pr'eviously'capitalised research phase of the - decrease in capilal‘ised
costs and amortised over the development of an internally research and developrment
: expected useful life'ofthe  generated intangible are costs of $1,159,000. ‘
‘ producrs bemg developed. expensed under AASB 138  Increase in acc:umulated
I | . “Intangible Assets”, losses of $1,040 000‘ and )
b ! increase in deferred tax

e

uommos LIMITED
|
[

|
|
|
\
i
!
|
|
I
i -
J .
]
|
|
1
|




i D Foreign The FCTR was previously ~ The FCTR is to be reset to Equity &t transition - the No effect
] i Currency recorded from exchange zero upon the introduction  foreign currency translation
" Translation rate movements over of AIFRS resp;rve was reduced by
periods prior to 1 July 2004 $7.802,000.Accumulated

Reserve |
| losses increased by

$7,802,000. Net effect nil.

|
Equity at 30 June 2005

! - th'e Foreign currency
| translation reserve was
" reduiced by $7,802,000.
Accumutated losses
* incr:eased by $7,802,000.
Net effect nil.

¢ . Prolfit for 30 June 2005 - no
effect

E In;cdme tax
eipgnse
|

Any tax benefit arising from
the value of options was

The vatue of the tax
deductions available to

EQL:lily at transition
- Inlcrease inreserves and

Equity at transition
- Increase in reserves and

’ fully credited to income tax  the Group for USA based incrlease in accumulated increase in accumutated
t expense employee options in losses of $1,178,000. Net  losses of $1,178,000. Net
excess of that expensed effect nil. eftect nil.

via the Income statemnent is

brought to account through

Reserves
Equity at 30 June 2005
- Irllcrease in reserves and
increase in accumulated

. losses of $1.812.000. Net

Equity at 30 June 2005 ~ as

|
I
"
I
|
! per conselidated

r
|
i
I

! efiect nil.

' Prci:fit for 30 June 2005 -no  Profit for 30 June 2005 - as
! effect per consolidated

a Rastatement of prior period  Restatement of prior period  Equity at transition — no No effect

f ; balances for incorrect em'eci

N balances for incorrect

take up of Delerred

Tax Accounting. This

' restatement does not arise
’ ' | from transition to AIFRS.

| ; . . Restatemnent only impacts

| 2005 year. Restated EPS is
I

take up of Deferred

Tax Accounting. This
restatement does not arise
from transition to AIFRS.
Restatement only impacts
2005 year. Restated EPS is
shown at Note 7.

|
' '! F Fixe%d Assets

i

¢ Equi:y at 30 June 2005

[ - ﬁixed assets reduced

: ang accumulated losses
increased by $664,000
Profit for 30 June 2005

. u
’ ' t . shown at Note 7. —inlcome {ax expense

v : inc'reased by $664,000

' G Tlaxfalion of The parent entity is required The parent entity is required No effect Equity at transition - no
i . consolidated 1o record Deferred Tax 1o only record current effect
: T groups Assets, Delerred Tax tax payable retating to all .

! 1 { Liabilities and current tax entities in the Australian Tax E?:;J':y at gc.’r'mt? sOICtJS

i : P I payable relating to all Consolidated Group under — Deterred Tax Liabilly
. b : o ) reduced by $2,079,000
4 | l ; entities in the Australian Tax UIG 1052. Restatement Deferred T A' t' '

h (N Consolidated Group of prior period balances d:c?;raese da)t;y ;;; 2000

| is required to reverse

. 'r | ) recorded Deferred Tax
i ) Assets and Liabilities

relating to subsidiaries

in the Australian Tax

Consolidated Group

Investment in subsidiary
reduced by $662,000

Profit for 30 June 2005 — no
effect

!
! : ANNUAL REPORT 2006
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| X L
Rec::ncillatlon of total equnty under AIFRS to that reported in the half year report to 31 December 2005.
] f .
| X i i i 30 June 2005 1 July 2004
4 i
) o ' ! L $000 $000
Total equlty under AIFRS reported in half year report to 31 December 2005 60,393 48,026
‘ (.
i
)Restatemeni ofi income tax expense as described in note F above {664) 4]
Hemoval of tax effect on Foreign Currency Translation Reserve incorrectly included in the half
”alr report . {972) 0
I i
ISl.lmI :iry items 57 19
ot equiy u;{\'der AIFRS | 58,814 48,145

! .’
Il

Rec Jnclllanon 'of proﬁl aﬂer tax under AIFRS to that reported in the half year report to 31 December 2005

T

‘ | » 30 June 2005
N1 $000
Profit after ta)'( under A'IFIHS reported in half year report to 31 December 2005 7,965
fﬂgsltiaiemem of income tax expense as described in note F above {684}
|Trar;smon adpilslmem {0 income tax expense in relation to options as described in note E. (634}
R_eidll.actlon in :ncome tax expense in relation to share based payments expense and sundry items 254
Pro 1 after 1ax under AIFBS

I
| |
. I
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{

‘JERNST& YOUNG # brnst & Young Building ¢ ’ ® ful Al 30288 RN00

B Exhibiition Staset | ‘ Fax .01 ) 8GR0 7777
! Mulboree VG 4000
| Australiz

GHO Box 7
Melboyrne VIC 300

f Independe_ﬁt-audit fFeport to members of Redflex Holdings Limited
i

Scope

The financial report, remuneration disclosures and directors’ re.rpormbiho;

The financial report comprises the balance sheet, income stalement, stalcmem of changes in equity,

“cash ﬂow statement, accompanying notes to the financial staterents, and the directors’ declaration

' for, Redﬂex Holdings Limited (the company) and the consolidated cnhty. for the year ended 30 June

- 2006. 'I'he consohdated entity comprises both the company and the entities it oomrolled during that

.year '

| '

! The company has disclosed information as mquued by paragraphs Aus 25.4 to Aus 25.7.2'0f
Acoounung Standard AASB 124 Related Party Disclosures (“rtmmerahon disclosiires™),: +under the
. heading “Remuneration Report” on pages 26 to 31 of l.he dlrectors report. as permitted by

4 Corpomnons Regulalmn 2M.6.04,

' The du-ectors of the company ‘afe responsible for preparing a financial report that gives a true and
' . fuif & vxew of the financial position and perfummcc of the company and {he consolidated entity, and
{1 that cumphes ‘with Accounting Standards in Australia, in accordance wn.h ithe Carporauans Act
| 200! This mcludes responsnbnhty for the maintenance of adequate accmmtmg records and internal
i controls that are designed to prevent and detect fraud and error, and for‘ the accounting policies and
i a:womng estiniates inherent in the financial report. The directors are also responsible for the
n:munc:ranon dnsclosum contained in the directors’ report.
[
1‘ * Audit approach
- We conducted an independent audit of the financial report in order to express 2 an opinion to the
mcmbcrs of the company. Our audit was conducted in accordancc wuh Australian Audmng
' Standards in order 1o provide reasonable assurance as to whether the ﬁnancml repoit is free of
[f material misstatement and the remuneration disclosures comply with Accounnng Standard- AASB
o124 Related Party Disclosures.. The nature of an audit is influenced by| factors such as the use of
! pmﬁssmnal Judgement selective testing, the inherent limitations of mtcrnal control, and the
! avmlabll:ty of persuasive rather than conclusive évidence. -Therefore, an aud:t cennot guarantee that
vall matenal risstatements have béen detected.
I

. We performed procedures to assess whether in all material fespects the/financial report presents
. fairly; i in accordance with the Corporations Act 2001, including comphancc with Accounting
; , Standards in Auslraha, and other mandatory financial repomng mqmmments in Australia, a view
; which is consistent with ous understanding of the company's ad the oonsolxdaled entity’s financial

posmon, and of their performance as represented by the results of lhc1rlopera.uons and cash flows.
"rand whether the remuneration disclosures oomply with Accounting Standard AASB 124 Related
] Parfy D:sclasures
;o

‘We fonned Gur audit opuuon on the basis of these procedures, which inchided:

|
. exarmmng, on a test basis; information to provide evidence supporting the amounts and

| dxsclosures in the financial report and the remuneration disclosures; and
l
t

asswsmg the appropriateness of the accounting policies and dlsciosures used and the
. reasonableness of significant accounting estimates made by the dxrectors

! | i dability lienited by a schema approsed under
) l‘mfn al Standards Legistation

R

P | Page 84’




‘ i o
Y| ZHERNST & YOUNG
. L
;‘ While we considered the effectiveness of management’s internal conlrols over-financial reporting
whcn dctemumng the nature and extent of our procedures, our audit was not des:gned to provide.

\ [ ﬂbSll‘l'ﬂI]lCC on intémal controls.
. |

¢ We perfonned procediires to assess whether the substance of business’ lmnsachons was accurately,
!1 rcﬂected in the financial répont and the remuneration disclosures: These and our other procedures

| did not mclude consideration or judgement of the appropriateness or reasonahleness of the busmessw
i 4 plﬂnsI ojr strategies adopted by the diréctors and management of the company

! lndependence
! We are independent of the company and the consolidated entity and: have met the iidependénce

! ! requu'emems of Australian professional ethlcnl pronouncements and the Corporatwns Act 2001: We.
! .| have glven to the directors of the company a writien Auditor’s Independence Declarauon a copy of
t

whu:h is included in the Directors’ Report.

i Audu opinion
n our opnruon
L | the ﬁnancnal report of Redflex Holdings lellcd is in accordance with;
() ! :the Corporations Act 2001, including:
| (i) giving a true and fair view of the financial position of Redflex Holdings meed and

the consolidated entity at 30 June 2006 and of their performance for the year ended

‘ on that date; and
E: | | (Il) ¢omplying with Accounting Standards in Austfalia and the Corporations
' : i | "' Regulations 2001; and

1 _ {b) ' other mandatory financial réporting requirements in Australia.
| |

L2 the remuneration disclosures that are contained on pages 26 to[31 of the directors’ repon
]  comply with Accounting Standard AASB 124 Related Party Disclosires.

Ernsl & Young

. beutp ~

' Davnd Petersen

| ' Partner
Meiboumc

.29 Seplcmber2006
[

i

I
1
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|
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ASX ADDIT!O'NAL INFORMATION

Add:honal mformanon reqmred by the Australian Stock Exchange and not shown elsewhere in this report is as follows. This information is current as at 29
August 2008. :

Thére were 3, 5;41 holders of fully paid Ordinary Shares. The voting rights attached to these shares are such that every member present in person or
replorﬁsented by proxy or representative shall have one vole and on a poll every member present or by proxy or representative shall have one vote for every
?hare held. | '

The di;stribut_ion sche%!dle of holders of fully paid Ordinary Shares is:

' ‘ : ] Number of % of Issued
[Holding Range : Holders ‘ Units Capital
:ﬂH? 000 ) | 619 400,714 0.45
f ‘
i1 ,?(I'.:1 5,000 ! 1,459 3,965,228 4.48
1 ! o
'51?31 - 10,000 , 581 4,419,269 5.00
[ i
|1ﬂ'?°1 -100000 700 18,476,852 20.89
w100.l091 — Quer, b 82 61,199,911 69.18
y I [T 3441 | ' BB.A461.574 100.00
‘ b
|

\
\ | |

i

The|names and percenlage holding of the twenty largest holders of fully paid Ordinary Shares are:

| ||| I’ L Units Held at end % of Issued
IN ) | of period Capital
|Westpac Cus.todlan Nominees Limited 6,687,096 7.56
lT‘no"rney Holdmgs Pty Ltc: 6:039,655 6.83
Natianal Nomlnees Lsmlted " 4,491,920 5.08
|In|ve:a:staco Pty d | 3,718,052 4.20
lMs Cheang Man Oy ' : 3,525,636 3.99
|J P |Morgan Nommees Aus1ra1|a Limited 3,054,872 3.45
Mr Melferd Henry Russell Roberts 2,867,404 3.24
|.'l\NZ Nommees lented <Cash Income A/C> 2,629,818 2.97
Irllwlz:a Custodlan Pty lened <Black A/C> 2,461,610 2.78
Nellstar Pty Ltd . . . 1,938,864 219
\Vt'érttIEx Bianca Nomineés/Pty le 1,024,973 2.18
ldl'gonnor Ho[ldmgs Pty Lid 1,653,519 1.87
Cnntngsby Nomlnees Pty Ltd <Super Fund A/C> 1,489,315 1.68
:H”BI(:J Dexia lnvestof Servuces Australia Nominees Pty Limited 1,093,150 1.24
Mr Graham Wlllsam Davie 906,677 1.02
ISILI\ﬁariene Pty g 790,147 0.89
Cogem Nor'mnees Pty Ud . 754,628 0.85
Biu’e Jade Pty Lid | | ' . 731,829 0.83
|D"0 l|0n Holdmgs Pty Ltd’ 674,277 0.76
Mrs Ellzabeth Geraidine Cooper 670,124 0.76
Tc:pI 20 Holders of Ordmary Fully Paid Shares |  a8103575 54.38

| I i
: |

. |
. |
| I |
| |

K
|
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ISqust?ntial Sihreholcllers .
: - 1 " \ . , .
The 1aqmes of substantial §hareho|ders who have notified the company in accordance with section 671B of the Corporations Act 2001 are:
| . .
g i ; ' Shares .
Thorney Holdings Pty Ltd - 8,451,265 b
i g : - ~
R;iarh.a\il‘ssan(ie"Smaller t:‘lo#npanies Pty Ltd ' 7,053,769 : -
J P Morgan Chase & Co ‘ ! 6,333,763
1t
4 . s i
O;ﬁtiﬁ:ﬁ Holder Information ; C
i j ! !
Tl |(‘3 Selplem.bﬁ_r 2006 th!arg werg no guoted options over Ordinary Shares. !
: . .: , | . . |
ISl'ula re Flegist“er' ] . C
The register of, securities if kept by Computershare Investor Services Pty Ltd at Yarra Falls, 452 Johnston Street, Abbotsford, Victeria, Australia.
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Rle;dﬂe;x Executes Two New Photo Enforcement Co"ntracts

21 November 2006

1
Redflex Traffic Systems Inc, a wholly owned subsidiary of Redﬂex Holdings Limited, is pleased to
announce its execution of new contracts with the Village of Oak Lawn, lllinois and the City of

Rlchland Hills, Texas

t
Vlllage of Oak -Lawn, lllinois
The \fllage of Oak Lawn, IL has a population in excess of 55,000 and is a suburb of the Chicago

metropolltan region.

The contract with the Village of Oak Lawn is for up to 12 red light enforcement locations with a term
of three years plus two two-year automatic renewals. '

“I'Earller this year, SB 2405 was signed into law, thus deleting all previous population restrictions
thereby permitting much of the State of lliinios to utilize the Redﬂex solution for increased pubfic
safety Building on our efforts in Chicago and Bellwood, we are pleased with the positive energy we
are achieving under this new enabling legislation” stated Karen leey. CEO

I

Clty of Richland Hills, Texas !

The Clty of Richland Hills, Texas is part of the Dallas/Ft. Worth metropolitan area, and is located in
Northeast Tarrant County.

: .
The contract with the City of Richland Hills is for up to 10 red Iighlt enforcement locations with a term
o[f three years plus three one-year automatic renewals,
|

Redﬂex Traffic Systems Inc has contracts with over 100 USA cmes and is the largest provider of
dlgltal red light and speed enforcement services in North Amerlca With photo speed programs in8
states and photo red light programs across 16 states, Redﬂex has led the market in installed

systems installation rate and market share over the past 12 months
[

!

J [
[ t
ﬁo:r further information: '

Graham Davie Karen Finley :
Chlef Executlve Officer President and CEO !

Redﬂex Holdings Limited Redflex Traffic Systems Inc

graham davie@redflex.com.au kfinley@redflex. com T,
+613 9674 1888 +1 480 607 0705 ; o =
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Redﬂex executes Two New Texas Photo Enforcement Contracts
f

14th No'\}ember 2006

Redﬂex Trafflc Systems Inc, a wholly owned subsidiary of Redﬂex Holdings Limited, is pleased to
announce its execution of new contracts with the Cities of Longvrew and Harlingen, Texas.

Clty of Longvrew, Texas

- The Clty of Longview, Texas has a daytime population in exce,ss of 90,000 and as the county seat

of Gregg County, Longview is considered the visitor hub for Eastern Texas.
The contract with the City of Longview is for up to 20 red light:enforcement locations with a term of
three years plus three one-year automatic renewals.

Clty of Harlrngen Texas
The Clty of Harlingen, Texas has a fulitime population of over, 60,000 and is located in the centre of
the lush Rio Grande Valley at the southern tip of Texas in the Gulf Coast region.

| .

I
The.contract with the City of Harlingen is for up to 20 red light enforcement locations with a term of
three years plus three one-year automatic renewals,

I
“Our first contract in the State of Texas was announced in November of 2005. Over the last 12
months we have partnered with more then 10 new Texas crtres and | could not be more pteased
w:th our. sustained rate of expansion across this great State” said Karen Finley, CEO.

|

Redﬂex lTI"affIC Systems Inc has contracts with over 100 USA cities, and is the largest provider of
drgrtal red light and speed enforcement services in North Amerlca With photo speed programs in 8
states and photo red light programs across 16 states, Redﬂex has led the market in installed
systems installation rate and market share over the past 12 months.

[,
Foir further information:
|
Graham Davie Karen Finley
Chief Executive Officer. President and CEQ
Redflex Holdings Limited Redflex Traffic Systems Inc

graham.davie@redflex.com.au kfinley@redfiex.com
+61 3 9674 1888 +1 480 607 0705

|

|
|
i
I
)
'
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100 US Cities supported by Redflex through our partnership with the City of
SeaTac Washington for Red Light and Speed Enforcement Applications

26 October 2006

Redﬂex-Trafﬁc Systems Inc, a wholly owned subsidiary of Redflex Holdings Limited, is pleased to
ann‘ounce its execution of a contract with the City of SeaTac, Washington.

Clty of SeaTac, Washington

The City of SeaTac, Washington has a population in excess 35,000 and is located in King County.
It |sﬁhome to and named after the Seattle-Tacoma Intematuonal Axrport
I

The Clty, of SeaTac awarded the contract to Redflex as a result of a competitive tender. The
contract is for a term of three years, plus two two-year automattc renewal terms, and is for up to 10
red{llght enforcement locations and various city-wide demgnater locations for speed enforcement.
Wnth Se’a-Tac airport servicing over 29 million passengers in 2005 we are looking forward to
partnenng with the City of SeaTac to assist with addressing the community’s exceptional traffic
safety needs that often arise from this type of unique geograph‘lc circumstance.

i
"Wow |ook|ng back over the past few years, it is amazing what we have accomplished as an
orgamzatlon In 2002, we supported under 20 contracts and now we support 100. | could not be

more proud of our entire grganization and the accompllshments we have achieved” said Karen
Fllnliey, Redflex CEO.

Redﬂex Traffic Systems Inc has contracts with 100 USA cmes and is the largest provider of digital
red ||ght and speed enforcement services in North America. With photo speed programs in 8 states
and photo red light programs across 18 states, Redflex has led the market in installed systems,

inF.taIIation rate and market share over the past 12 months.
|

For further information:

'
1
1

Gi'raham Davie Karen Finley

Chtef Executive Officer President and CEQ :
Redflex Holdings Limited Redflex Traffic Systems Inc
graham.davie@redflex.com.au kfinley@redfiex.com

+61 3 9674 1888 +1 480 607 0705
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New issue announcement -‘"‘-’éf
i application for quotation of addmonal securities
’ and agreement

|
Informatwn or documents not available now must be given to ASX as soon as available. Information and documents

g:ven to ASX become ASX's property and may be made public.

lmroduced l!‘?n‘96 Origin: Appendix 5. Amended 1/7/98, 1/9/99, 1/7/2000, 30/9/2001, 11/3/2002, Ill!2003 247102005,

i
‘ | ' ‘
1

Nam

11,
e of entity

REDFLEX HOLDINGS LIMITED

|
ABN |

We

96 069 306 216
i

|
i

(the ﬁnfity) give ASX the following information.
L

Part 1 : Al issues

You'must complete the relevant sections (attach sheets if there is not enough space).

1

4

| ‘ e

i +Cl|ass of *securities issued or to be
: issq'ed

|

 Number of *securities issued or to
' be !issued (if known) or maximum
, number which may be issued

| Principal terms of the *securities (eg,
'if options, exercise price and expiry
}date if partly paid ‘*securities, the
Jamount outstanding and due dates
for,i payment; if *convertible
<securmes the conversion price and
dath for conversion)

l
|
|
|
|
|
L
t
|
T

!
|
|
3
|
i
1
l
\
1
f
4
|
i
1
[

Performance Rights

|

657,114 issued

Performance Rights issued under the terms of
RHL's Long Term lncentwe Plan for Executives.

Details of the Plan were announced on 26 July 2006.
Performance nghts vest into shares on a 1 for 1
basis at no cost to the executive subject to
satisfaction of | performance hurdles; the
performance measure being RHL’s relative total
shareholder return (TSR) performance compared
with the TSR performance of a comparator group of
companies in the S&PIASXSOO over the same
period.

The performance period for these Rights is 3 years -
1 October 2006 to 1 October 2009.

+ See (::hapfer 19 for defined terms.

| |
24/10/2005, Appendix 3B
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Do the *securities rank equally in all
respects from the date of allotment
with an existing *class of quoted
*securities?
|
If 'the additional securities do not
ran.k equally, please state:
¢ | the date from which they do
‘e the extent to which they
& participate for the next dividend,
(in the case of a trust,
"distribution) or interest payment
o the extent to which they do not
‘rank equally, other than in
yrelation to the next dividend,

Idistribution or interest payment
i

i
Issue price or consideration

6" Puli'pose of the issue

: (If:issued as consideration for the
acquisition of assets, clearly identify
, those assets)

Dates of entering *securities into
uncertificated holdings or despatch
of certificates

Number ~ and “*class of all
*securities quoted on ASX
(including the securities in clause 2
if applicable)

|

‘
I

t

i
|
l
i .
I
i

g
B

No

Nil

|

1

Issue pursuant to; RHL’s Long Term Incentive Plan

for Executives.

25 Qctober 2006 |

Number

*Class

88,596,974

Ordinary Shares (RDF)

+ See chapter 19 for defined terms.

!

24/]9/2005. Appendix 3B Page 2
bl
"
ol

I




5

| a T TF ST TSR e W easem T

|

!

; |

9| I‘Tlumber and “*class of all
| *securities not quoted on ASX

| (including the securities in clause 2

| if applicable)

) |

o

!

Il
I
|
1
'

I

|

Dividend policy (in the case of a
trust, distribution policy) on the
increased capital (interests)

1
|
'
1

|
[
.

Number

*Class

5

Employee shares fully paid (RDFAY)

740,000

Options expiring 30 September
2008, exercise price at date of
issue $0.58 and this increases
at the compounding rate of 3%
per annum until exercise
(RDFAS).

1,260,000

Options expiring 2 June 2009
exercise price is the VWA price
of RDF for the last 5 business
days prior to 2 June 2004
($2.06) adjusted by the
movement in the ASX All
Ordinaries Index calculated as
a percentage from 2 June 2004,
being the grant date, to the last
business day of the month
prior to the date of exercise
(RDFAT).

275,649
462,877

657,114

Performance Rights:

Performance Period 1 July 2006
to 1 October 2007

Performance Period 1 July 2006
to 1 October 2008

Performance Period 1 October

2006 to 1 October 2009

+ See chapter 19 for defined terms.

i
24/ 10/200‘5 Appendix 3B
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[ . .
Pa,rt 2,- Bonus issue or pro rata issue

! 11 Is security  holder  approval
' required?

f‘: oo ' 'f

|1
| 12 Is the issue renounceable or non-

' | renounceable?

S |
.13 Ratio in which the *securities will |
‘ | . be offered '
1 { i |
1 1

14 | *Class of *securities to which the
i offer relates
i . |
| | B
15 *Record date 1o  determine

|
1
o e;ntillements
. |
ch
l|6 . Will holdings on different registers
|
)

* (or subregisters) be aggregated  for
' calculating entitlements?

17+ Policy for deciding entitlements in
. | | relation to fractions
R |
’| 18I Names of countries in which the
; ¢ entity has *security holders who
i , will not be sent new issue
[ (|iOcumems
1 !
. | Note: Security holders must be told how their
; ' entitlements are to be dealt with.
\ . 1 | Cross reference: rule 7.7,
] |
i L .
!w 19, Closing date for receipt of
¢ .. acceptances or renunciations
i o
i |
‘\
\

i
+

+ Slcé chapter 19 for defined terms.
‘ :

H ] !

24/10/2005 Appendix 3B Page 4

.

| |
) ‘




S Sy

!

|
o
1
|
f
r

J
t

I}James of any underwriters
|

Amount of any underwriting fee or

c"ommission

Names of any brokers to the issue

Fee or commission payable to the
broker to the issue

Amount of any handling fee payable
to brokers who lodge acceptances
or renunciations on behalf of
*security holders

|

If the .issue is contingent on
*security holders’ approval, the date
of the meeting

Date entitlement and acceptance
form and prospectus or Product
]?isclosure Statement will be sent to
persons entitled

f
If the entity has issued options, and
the terms entitle option holders to
participate on exercise, the date on
which notices will be sent to option
holders

Date rights trading will begin (if
applicable)

'Il)ate rights trading will end (if

applicable)

|

II-Iow do *security holders sell their
entitlements in  full through a
broker?

How do *security holders sell parz
of their entitlements through a
broker and accept for the balance?

1

|
How do *security holders dispose of
their entitlements {except by sale
through a broker)?

!
TDespatch date

[l
i
1
1

+ See chapter 19 for defined terms.
i |
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documen

i 35

36
|

!
. 37

i

s
¥

Ent;e

I

|

i -
. o

ﬁ [

1

|
|
|
|
|
i
! |
i
| |
4 |
! :

o
: '

'
+

Type of securities

All other securities

i
!

+

!S
i

' 1-1,000

1,001 - 5,000
5,001 - 10,000
10,001 - 100,000
100,001 and over

¥

Part 3 - Quotation of securities

You riced only complete this section if you are applying for quotation of securities

Securities described in Part 1

Entltles that have ticked box 34(a)

: Addmona] securities forming a new class of securities

thk !o mdacate you are providing the information or

A copy of any trust deed for the additional *securitie

s that have ticked box 34(b)

Number of securities for
tquotation is sought

|

Class of ‘*securities for

guotation is sought
f
t
|
T
l
|

which

which

Example: restricted securities at the end of the escrowed penod. partly pald securitics that become fully paid, employee incentive
share sccuritics when restriction ends, securities issued on expiry or conversion of convertible securities .

If the *securities are *equity securities, the names of the 20 largest holders of the additional
*securities, and the number and percentage of additional *securities held by those holders

If the *securities are *equity securities, a distribution schedule of the additional *securities
setting out the number of holders in the categories

]

|
by
f

|
b
| |
| L

+ See chapter 19 for defined terms.

K
24/ 1012005 Appendix 3B

Page 6




e e mirn o e A i ——— = = b

41

42

!
4l
11
it

Do the *securities rank equally in all

réspects from the date of allotment

wn.h an existing *class of quoted

secuntles‘?

!

If the additional securities do not

rank equally, please state:

¢ the date from which they do

1 the extent to which they

- participate for the next dividend,

« (in the case of a trust,

;' distribution) or interest payment

o' the extent to which they do not

i rank equally, other than in
relation to the next dividend,

» distribution or interest payment

!

i
Reason for request for quotation
nlqw
E';('amplc: In the case of restricted securities, end of
restriction period

\
(if issued upon conversion of
another security, clearly identify that
other security)

{l

II
Number and *class of all *securities
«quoted on ASX (including the
scfcurities in clause 38)

|

{

i

b

"R
gl

Number

+Class

24/1

+ Sek #:hap%{:r 19 for defined terms,

0/‘2005r ‘Appendix 3B
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leotation agreement
1

+Quotation of our additional *securities is in ASX’s
the *securities on any conditions it decides.

We warrant the following to ASX.

! illegal purpose.

An offer of the securities for sale within

Act.

Note: An entity may need to obtain appropriate warranties from sub:
warranty

one has any right to return any *securities to

quoted.

that the *securities be quoted.

.

actlon or expense arising from or connected with
l qgreement.

i ! l?egins.
| warrant that they are (will be) true and complete.

| i

Manlyn Stephens

Compa y Secretary

T -

1

\
\
!
|
!
N
|
|
!
i
i

|
!
i
i

[

absolute discretion. ASX may quote

. The issue of the *securities to be quoted complies with the law and is not for an

There is no reason why those *securities should not be granted *quotation.

12 months after their issue will not

scribers for the securities in order to be able to give this

Section 724 or section 1016E of the Corporations Act does not apply to any

*

'

!

.v .

1‘ require disclosure under section 707(3) or section 1012C(6) of the Corporations
!

'

|

i

®

! applications received by us in relation to any *securities to be quoted and that no-

]be quoted under sections 737, 738 or

L f 1016F of the Corporations Act at the time that we request that the *securities be

If we are a trust, we warrant that no person has the right to return the *securities to
be quoted under section 1019B of the Corporatlons Act at the time that we request

1‘ We will indemnify ASX to the fullest extent permitted by law in respect of any claim,

\
any breach of the warranties in this

We give ASX the information and documents required by this form. If any information or
document not available now, will give it to ASX!
We acknowledge that ASX is relying on the information and documents.

before *quotation of the *securities
We

+ Sti:c chapter 19 for defined terms.

'
|
! |
24/1 0/200§ Appendix 3B
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Release to Australian Stock Exchange

Ay

;\ ~ File No: 82-34862 |

b Pl
o
3 )
l X
Redflex Executes Two New Photo Enforcement Contra\....

24 October 2006

i' w Redﬂex Traffic Systems Inc, a wholly owned subsidiary of Redflex Holdings Limited, is pleased to
;' announce its execution of contracts with the cities of Montebello, California and Moses Lake,
‘- ' V:ofashlr'\gton.

'
City of Montebello, California .
The City of Montebello, California has a full-time population in excess 63,000 and is located in Los

! Angeles County. Montebello was awarded to Redflex as the result of a competitive tender.

years plus two, two-year automatic renewals. f

- | 1
!. { “We are particularly proud of this new contract as the City of Montebello has been supported by a
;! major Redﬂex competitor since 2003. Anytime you are selected in a competitive tender by an
E ' expenenced end-user that is being supported by an mcumbent service provider; it is a tremendous
‘ valldatlon for your organization” said Karen Finley, CEOIPresuient of Redfiex Traffic Systems.
; i
t City of Moses Lake, Washington
Located in central eastern Washington State, the City of Moses Lake has a daytime population in

excess 18,000.

b .
'f‘ The contract with the City of Montebello is for enforcement at up to 10 locations, with a term of three

Moses Lake was awarded to Redflex as the result of a competitive tender and is for red light
enforcement at up to 10 locations, with a term of three years plus two, two-year automatic renewals.

! I

“I could not be more proud of our entire organization and the accompllshments we have recently
achleved In the last 4 months alone, we have executed 14 new contracts. Our investiments over
the years in resources, infrastructure and technology are really taking root and blooming”, said ‘
Karen'Flner, Redflex CEO. |
\

Redﬂex Traffic Systems inc has contracts with 99 USA cities,|and is the largest provider of digital
red light and speed enforcement services in North America. Wuth photo speed programs in 8 states
and photo red light programs across 16 states, Redflex has led the market in installed systems,
||nstallatton rate and market share over the past 12 months.

For further information:

Graham Davie Karen Finley

Chlef Executive Officer President and CEQ
Redflex Holdings Limited Redflex Traffic Systems Inc
graham davie@redflex.com.au kfinley@redflex.com

|+§1 39674 1888 +1 480 607 0705
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New issue announcement,
application for quotation of addltlonal securities

. Appendix 3B
|

B, o e prevs ——

Rule 2.7, 3.10.3, 3.10.4, 3.10.5

Informanon or documents nol available now must be given to ASX as soon as available. Information and documents

gwen to ASX become ASX's property and may be made public.

Inwoduced l!'p'l96 Origin; Appcndlxs Amended |/7/98, 1/9/99, 1/7/2000, 30/%/2001, I]BJ’).OOZ lll!2003 24/10/2005.

¢
K |
Name of entity

' REDFLEX HOLDINGS LIMITED

|| i‘i

ABN ||
' 96 069 306 216
!

L
We {thlé entity) give ASX the following information.
I

Part 1 - All issues

You must complete the relevant sections (attach sheets if there is not enough space).
! i

+§lass of *securities issued or to be
issued

i

Fully Paid Ordinallry Shares

Number of *securities issued or to | 135,000
be issued (if known) or maximum
number which may be issued

}
' ' \

(eg, if options, exercise price and
expiry date; if partly paid
| | “*securities, the amount outstanding
"~ dand due dates for payment; if
E *convertible securities, the
| conversnon price and dates for
! ! convcrsmn)

!
Principal terms of the *securities | Fully Paid Ordinary Shares

|
.
b
I I
! I

¥
o
[
!
|
! i
.
i

+; See cﬁgpter 19 for defined terms.
| i
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Do the *securities rank equally in all
respects from the date of allotment
with an existing *class of quoted
*securities? .

If- the additional securities do not
rank equally, please state:
e - the date from which they do
» the extent to which they
i« participate for the next dividend,
, (in the case of a frust,
, distribution) or interest payment
"'the extent to which they do not
:'rank equally, other than in
. relation to the next dividend,
, distribution or interest payment

Issue price or consideration
!

P'_l‘_lrpose of the issue
(If issued as consideration for the
acquisition of assets, clearly identify
those assets)
3Dates of entering *securitics into
{uncertificated holdings or despatch
" of certificates

I
Number and “*class of all
tsecurities  quoted on  ASX

'(including the securities in clause
12 if applicable)

|
|
I
l
|

Yes

$0.632 each

Shares issued pursuant to the exercise of RDFAS

options‘

13 October 2006

f

Number *Class

88,596,974 Ordinary Shares (RDF)

Page 2




S F o sk - e e e e e e e . e o e

AR T BT RNV A iRl AN

Number and “*class of all
“*securities not quoted on ASX
(including the securities in clause
2 if applicable)

Dividend policy (in the case of a
‘trust, distribution policy) on the
'increased capital (interests)

L.

Number

¥

Class

5

Employee shares fully paid (RDFAI)

740,000

Options expiring 30 September

2008, exercise price at date of
issue $0.58 and this increases
at the compounding rate of 3%
per annum until exercise
(RDFAS)

1,260,000

Options expiring 2 June 2009

- exercise price is the VWA price
of RDF for the last 5 business
days prior to 2 June 2004
($2.06) adjusted by the
movement in the ASX Al
Ordinaries Index calculated as
a percentage from 2 June 2004,
being the grant date, to the last
business day of the month
prior to the date of exercise
(RDFAT)

275,649

462,877

Performance Rights that vest into

shares on a 1 for 1 basis at no
cost to the employee subject to
satisfaction of performance
hurdles; the performance
measure being RHL's relative
total shareholder return (TSR)
performance compared with
the TSR performance of a
comparator group of
companies in the S&P/ASX300
over the same period.
Performance Period 1 July
2006 to 1 Octoher 2007
Performance Period 1 July
2006 to 1 October 2008

Unchanged

+

i
|
|
See chapter 19 for defined terms.

|
24/10/2005 Appendix 3B
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!
i
|

i
|

)

+

1

I
|
1
I
i
!
|
|
i

2 - Bonus issue or pro rata issue
|

Is  security holder approval
'required?

1

Is the issue renounceable or non-
renounceable?

i

‘Ratio in which the *securities will

'be offered
[

]
*Class of *securities to which the
loffer relates

+Record date to determine
'entitlements

_Will boldings on different registers
(or subregisters) be aggregated for
[calculating entitlements?,

!

Policy for deciding entitlements in
J|_"elati0n to fractions

Names of countries in which the
entity has *security holders who
will not be sent new issue
documents

\Note: Security holders must be tald how their

'éntitlcmcnts are to be dealt with.

'Cross reference; male 7.7,

{

(Closing date for receipt of
‘acceptances or renunciations

f
L
!

+ See ch;aptcr 19 for defined terms.

|
24/10/2005 Appendix 3B
o

|

i

Page 4




-

— 3

S et

R —— - e R —
—_d. - — - - — -t L B oL el LN

e R — e

C—d- - -

[P . SR = S, - <]

—

W - - — e - ——— -

e — e

R 1 Y
—— e e W LN

l
{Names of any underwriters
1

-Amount of any underwriting fee or
. .

‘commission

]

iNames of any brokers to the issue

|
‘Fee or commission payable to the
broker to the issue

Amount of any handling fee
payable to brokers who lodge
‘acceptances or renunciations on
‘behalf of *security holders

'if the issue is contingent on
“*security holders’ approval, the
date of the meeting

‘Date entitlement and acceptance
‘form and prospectus or Product
Disclosure Statement will be sent to
jpersons entitled

1

|If the entity has issued options, and
]the terms entitle option holders to
|participate on exercise, the date on
which notices will be sent to aption
‘holders

'

\Date rights trading will begin (if
.applicable)

[

:Date rights trading will end (if
,applicable)

‘How do *security holders sell their
‘'entitlements in  full through a
broker?

:H_ow do *security holders sell part
,of their entitlements through a

_ broker and accept for the balance?

t

|
[How do *security holders dispose

‘of their entitlements (except by sale
through a broker)?

i
i*Despatch date

f

l

+ See chapter 19 for defined terms.
[

| )
24/10/2005 Appendix 3B
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Part 3 - Quotation of securities

You need only complete this section if you are applying for quotation of securities

| |

Entltles that have ticked box 34(a)

Addltmnal securities forming a new class of securities

i
.

\Type of securities

| x

i
Tick to. mdrcare you are providing the information or

documents

- —t— -

—_— [ —
—_ e~ - - L N - -t R e

Entltles that have ticked box 34(b)

'3

N _oo.

i
I
39
|
I
i:
|
{
I.

J

l
INumber of securities for which
i*quotation is sought

I

.Class
‘quotation is sought

|
i
?
j
|
[
|

Securities described in Part |

All other securities

Example: restricted securities a1 the end of the escrowed period, partly paid securities that become fully paid, employee incentive
share securities when restriction ends, securitics issued on expiry or conversion of convertible securities

If the *securities are *equity securities, the names|of the 20 largest holders of the additional
*securities, and the number and percentage of additional *securities held by those holders

If the *securities are *equity securities, a distribution schedule of the additional *securities
setting out the number of holders in the categories!

1- 1,000

1,001 - 5,000
5,001 - 10,000
10,001 - 100,000
100,001 and over

A copy of any trust deed for the additional *securities

of “*securities for which

|
|
I
r
\
I
|
f
|
|
I
e

t
I

+ISce chapter 19 for defined terms.

t

I
i
24{}1011005 Appendix 3B Page 6
|
|




U TR PSP =y

:Do the *securities rank equally in all
'respects from the date of allotment
with an existing *class of quoted
[*securities?

lif the additional securities do not
‘rank equally, please state:
'9 the date from which they do
@ the extent to which they
i. participate for the next dividend,
i (in the case of a trust
+  distribution) or interest payment
1 the extent to which they do not
| rank equally, other than in
relation to the next dividend,
distribution or interest payment

Reason for request for quotation
now

:Example: In the case of restricted securities, end of
restriction pertod

(f issued upon conversion of
another security, clearly identify that
other security)

{

i.

Number and *class of all *securities
quoted on ASX (including the
securities in clause 38)

!

'
L)

Number

*+Class

'

,  + See chapter 19 for defined terms.
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1
Quotation agreement

!

"the *securities on any conditions it decides.

| We warrant the following to ASX.
illegal purpose.

i require disclosure under section 707(3) or
v Act.

warranty

1i"Quotation of our additional *securities is in ASX’s absolute d1scret10n ASX may quote

The issue of the *securities to be quoted complies with the law and is not for an

L. There is no reason why those *securities should not be granted *quotation.

. An offer of the *securities for sale within 12 months after their issue will not

section 1012C(6) of the Corporations

1
Note: An entity may need to obtain appropriate warrantics from subscribers for the securities in order to be able 10 give this

applications received by us in relation to any *securities to be quoted and that no-
one has any right to return any *securities t0 be quoted under sections 737, 738 or

I 1. Section 724 or section 1016E of the Corporations Act does not apply to any
Loy
! 1

' " 1016F of the Corporatlons Act at the time
- | quoted.

that the *securities be quoted.

:agreement.
f

i“

|
K begms We acknowledge that ASX is relying on
. i 'warrant that they are (will be) true and complete.
| h

B |
Marllyn Stephens
Company Secretary

l
‘:
|
I
i
;!
!
|
o
i

||
¥

that we request that the *securities be

. If we are a trust, we warrant that no person has the right to return the *securities to
s be quoted under section 1019B of the Corporauons Act at the time that we request

\We will indemnify ASX to the fullest extent permitted by law in respect of any claim,
faction or expense arising from or connected with!

any breach of the warranties in this

‘We give ASX the information and documents required by this form. If any information or
document not available now, will give it to ASX before *quotation of the *securities

the information and documents. We

|
i
+ See chapter 19 for defined terms.

i
| .
[
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